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PROCEEDINGS OF THE RAILWAY RATES 

TRIBUNAL. 



FRIDAY, JUNE 20th, 1924. 



Present : 

W. B. CLODE, Esq., K.C. ( President ). 
W. A. JEPSON, Esq. 

Geo. C. LOCKET, Esq., J.P. 



EIGHTH DAY. 



The SOLICITOR - GENERAL (Sib. HENRY 
SLESSER, K.C.) and Mr. W. BOWSTEAD (in- 
structed by the Treasury Solicitor) appeared on 
behalf of the Minister of Transport. 

The LORD ADVOCATE (The Rt. Hon. H. P. 
MACMILLAN, K.C.), Mb. A. C. CLAUSON, K.C., 
Mb. BRUCE THOMAS and Mb. ALFRED TYLOR 
(instructed by the Honorary Solicitors) appeared for 
the Railway Companies 1 Association. 

The Hon. R. STAFFORD CRIPPS appeared for 
the London County Council. 

Mb. F. G. THOMAS, K.C., and Mr. JACQUES 
ABADY (instructed by Sir Thomas R. Ratcliffe-Ellis) 
appeared for the Mining Association of Great Britain. 

Sib DOUGLAS HOGG, K.C., M.P., and Mb. F. J. 
WROTTESLEY (instructed by Messrs. Vizard, 
Oldham, Crowder and Cash) appeared for the Traders’ 
Co-ordinating Committee; The National Association 
of Railway Travellers ; and the following local authori- 
ties : The boroughs of Leeds, Cardiff, Oldham, St. 
Helens, West Ham, East Ham, Croydon, Woolwich, 
Gravesend, Richmond, Southport, Watford, Leaming- 
ton, Morecambe, and Rothesay; and the Urban 
District Councils of : Dartford, Mitcham, HeGton and 
Isleworth, Teddington, Beddington and Wallington, 
Surbiton, Harrow-on-the Hill, Prestwicli, Epsom, 
Carshalton, Barnet, Hampton, and Bexley Heath. 



Mb. HERBERT MORRISON appeared for the 
National Joint Council of the Trade Union Congress 
and the Labour Party; and for the London Labour 
Party. 

Mb. W. G. R. BOYS and Mr. HUGH SHAYLER 
appeared for the Civil Service Confederation. 

Mr. S. CARLILE DAVIS appeared for the 
Plymouth Incorporated Mercantile Association. 

Mb. GEO. DEW, J.P., L.C.C., appeared for the 
National Association for the Promotion of Cheap 
Transit. 

Me. JACQUES ABADY (Instructed by Messrs. 
Kensboles & Prosser, Aberdare) appeared for tbe 
Cardiff Collieries, Limited. 

Mr. A. MOON appeared for the Midland Associa- 
tion of Blast Furnace Owners. 

Mb. F. C. BORER represented Messrs. Hnrrods 
Staff Council. 

Mb. EDWIN CLEMENTS (instructed by Messrs. 
Neish, Howell & Haldane) appeared to watch the 
proceedings on behalf of various Objectors to the 
Schedules of Standard Charges. 

Mr. J. H. WORRALL appeared for the National 
Anti-Profiteering Society. 




Lord Advocate : Might I, with the permission of 
the Tribunal, make two corrections in the Notes of 
the Proceedings of Monday, June 2nd, the Sixth Day. 
As the press are taking such an unusual interest 
in these proceedings, Sir William Plender is anxious 
that the figures should be correct. On page 159 of 
the proceedings, in answer to Question 3309, you 
will notice a figure of 4§ per cent. Would you be 
good enough to write there. Then in the answer 



to Question 3310, at the bottom of page 159, there 
is a manifest slip. Sir William Plender was saying : 
“ I would rather if I am asked a question about it, 
say that something between 5 per cent, and 6 per 
cent, would be reasonable, but exactly what it should 
be, 6^ per cent, or 6f per cent., I would not like 
to say.” 6£ per cent, is plainly wrong; it should be 
5i per cent, or 5f per cent. Those are the figures 
between 5 and 6 per cent. 



Sir Ralph Lewis Wedgwood, C.B., C.M.G., recalled. 
Examination by The Lord Advocate continued. 



3852. You may recall, Sir, when we adjourned 
yesterday afternoon, that you had invited myself 
and Sir Ralph to consider the question of deprecia- 
tion in what' I inity Venture to call the wider aspect, 
and I requested Sir. Ralph to apply his mind to that 
question, and I propose to go to that topic at once. 
(To the, A\ it ness) : Following upon certain observa- 
tions of the learned Chairman just as we were about 
to adjourn yesterday, have you in the interval been 
applying your mind to the practical question of 
depreciation, or, as you prefer to call it, maintenance 

and renewal, in relation to this Inquiry? Yes, we. 

have given such consideration as we could specially 
to the point raised by the Chairman, 



3853. And have you so far as passible considered 
the topic with your colleagues representing tbe other 
companies ? — Yes. 

3854. In the first place, can the subject of depre- 
ciation be considered by itself? — No. We think the 
subject of depreciation must be taken together with 
renewals and repairs as forming the cost of main- 
tenance of the physical assets of the company. 

3855. I suppose if you were to maintain and renew 
completely, depreciation would he unnecessary ? — Yes, 
speaking, at any rate, as to the main items. 

3856. Therefore is the question of depreciation 
related to the question of maintenance and renewals? 
, — Yes, inevitably. 
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3867. Can you look at the policy with regard to 

depreciation, as I understand you call it, in isolation 
and apart from the policy of renewals and main- 
tenance? — No. In many cases the policy which 

follows as regards repairs would affect the policy 
as regards maintenance. 

3868. And the policy of both repairs and renewals 
would affect the question of depreciation allowance 
or provision, if any, would it not? — Yes. 

3869. Take the year 1913, which is the subject of 
our present investigation. Was there any uniform 
practice on the part of the various < constituent and 
subsidiary companies in the matter of their main- 
tenance charges? — No. I think in the evidence that 
has already been given it has been stated that there 
lias been no such uniformity of practice in 1913. 

38(19. On the other hand have you considered whether 
in the aggregate of the companies now represented 
in the four amalgamated companies, the provision 
of maintenance, or the expenditure on maintenance, 
was in 1913 adequate, according to recognised 
standards? — Yes, we considered that in each group 
the maintenance charge as a whole made in 1913 
was adequate. 

3861. When you use the word “ maintenance ” in 
what sense are we to take it? — I use the word 
“ maintenance ” to cover repairs, renewals and 
depreciation, the whole problem of getting your stock 
up to date in an efficient and satisfactory condition. 

3862. Considerable criticism has been levelled at the 
accounts for 1923 which have been compiled by the 
railway companies, but are the accounts for 1923 really 
the accounts which are material for the present investi- 
gation ? — Well, the railway companies will submit that 
they are not. They do not seem to be relevant to the 
Inquiry, at any rate at the present stage. 

3863. If we look at the matter practically, will you 
at the next stage have to prepare and submit to the 
Tribunal and to the traders accounts for what one 
may call an ideal year, year A., let us call it, in which 
you will set out certain working expenses, and so on, 
and, of course, certain maintenance allowances which 
will yield you the net revenue which is to be the basis 
of tlie calculation? — That was the railway companies’ 
proposal. It was our intention to submit a complete 
statement of working expenses which would include 
the item of maintenance of the companies’ assets. 

3864. The rates and charges which are the objective 
of our present Inquiry are rates and charges, are they 
not, which will come into operation from and after an 
appointed clay to be fixed? — Yes. 

3865. Do you propose to prepare an account for the 
ideal year from the appointed day? — Yes, we propose 
to prepare an account which will be made up of net 
revenue, and in addition to that the working expenses 
for the ideal year. 

3866. And, of course, the Inquiry is related to this : 
the charges are to be such as will, in the opinion of 
the Rates Tribunal, so far as practicable, yield, with 
efficient and economical working, the Standard 
Revenue? — Yes; that question will come in. 

3867. Will you, therefore, in compiling the figures 
for this ideal year, beginning with the appointed day, 
have to take into account questions of efficient and 
economical working and management? — Yes. 

3868. Will that require you to address yourself to 
the question of what are the proper maintenance 
charges to be made? — Yes; we shall have to justify 
that to the Tribunal. 

3869. Will those figures be open to criticism then? — 
Yes, certainly. 

3870. So far, however, as the 1923 accounts are 
relevant, what have you to say as to the 1 adequacy or 
inadequacy of the maintenance provisions reflected in 
those accounts ? — On that we have to say that the pro- 
vision made in 1923, as I think has been shown, bears 
a fair relation to the provision made in 1913, when 
proper provision is made for increased cost of wages 
and materials and for variation in assets. 

3871. That will take us to the next chapter of your 
evidence, the justification of the figure which Sir 
William Plender adduced of 112-1- per cent — Yes. 



3872. W T e may go now, therefore, I think, to the 

question of the figure of 1121 per cent, which Sir 
William Plender adduced as representing enhanced 
cost of wages and materials as between 1913 and 
1923 Yes. 

3873. Have the companies gone into that question? 
— Yes, we have gone into the question of that per- 
centage allowance with some care. 

3874. Will you tell us what investigation you have 
made?^We have made detailed comparisons, first of 
all, of the cost of materials in 1913 and 1923, in the 
course of which we have investigated the actual con- 
sumption of a large proportion of the materials 
actually used. 

3875. Of course, different materials are used in 
different quantities? — Yes, different materials are used 
in different quantities, and, of course, in different 
quantities by different companies. The practice of 
different companies on various technical matters 
differs. 

3876. I suppose the increased costs have not been 
uniform with regard to all the different classes of 
materials ? — No ; very different. 

3877. But you have had both these matters in view ? 
— Yes, we have taken each description of material 
in turn and ascertained the percentage increase in 
the cost as between 1913 and 1923. 

3878. What have you done with regard to labour? 
— Witliu-egard to labour we ha've taken typical weeks, 
so selected as to catch tlie different changes in wagas 
that were made during the year, changes in the rates 
of wages, and we have taken out in each year the 
average cost per man per hour. We have then 
arrived in that way at a percentage increase in the 
cost of labour. 

3879. Both wages and materials show large 
increases ? — Yes. 

3880. Do you represent those increases, or express 
those increases in the form of a percentage? — Yes. 
We have then combined those percentages both as 
regards individual materials and as regards materials 
and wages, weighted the averages according to the 
proportions concerned, and we arrived at a combined 
percentage in that way. 

3881. What is the precise figure for that allowance 
at which' you have arrived? — The precise figure we 
have arrived at for that allowance is 111-7 per cent. 

3882. In the case of the London & North Eastern 
Railway Company, on what experience is that figure 
based? — In the case of the London & North Eastern 
Railway Company we have been unable so far to 
take figures for all the constituent companies. We 
have taken the figures for the North Eastern and 
the Great Northern Lines which were being prepared 
in another connection. This percentage will, we have 
good reason to anticipate, in this case prove to be 
lower than in the case of the other constituent com- 
panies, notably the Great Eastern and the Scottish 
Companies, where, owing to the level of wages in 
1913 being low, the increase in wages — wages have 
now been standardised — will be abnormally high. 

3883. The Tribunal are familiar with the position 
of the Scottish companies in that respect. They 
started from a lower figure? — Yes. 

3884. But in the calculation in the case of the 
London & North Eastern Railway Company, your 
figures do not include those for the Great Eastern 
and the North British? — They only include those for 
the Great Northern and North Eastern. 

3885. But if the other companies’ figures had been 
brought in, would there have been a rather higher 
figure as a result? — We anticipate there would have 
been a higher percentage as a result, if all the con- 
stituent companies had been brought in. 

3886. Do you regard the figure of 112J per cent, 
as fairly representative as a general figure? — Yes, 
as a fair representative figure. 

3887. Mr. Locket : Are we to understand that that 
figure of 111-7 per cent, only applies to the Great 
Northern and the North Eastern? — No. I should 
explain that it is a figure arrived at with all the 
companies, but the London & North Eastern Company 

A 2 
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have only contributed a quota in respect of the Great 
Northern quota of the percentage. 

3888. Mr. Jepson: 1923 as compared with 1913 P — 
Yes, 1923 as compared with 1913. 

3889. Actual expenditure in 1923, as far as it can 
Ire got, compared with the actual expenditure in 
1913? — No; I should explain that it is actual expen- 
diture in 1913 equated to the rise in materials and 
the rise in wages of 1923. We wanted to get away 
from the 1923 quantum of work that was in question. 
We wanted to show simply what the 1913 work would 
have cost if translated to 1923. 

3890. And that is the explanation, I suppose, as 
to why you cannot take the actual figures appearing 
for 1923 accounts for the purpose of comparison with 
1913, because they include different items, or a 
larger area or a smaller area of maintenance? — Yes, 
they include a different volume of work. 

3891. Lord Advocate : That is one of the troubles 
in our minds. I am obliged to Mr. Jepson. (To the 
Witness): As a result of your investigation, what 
have you to say as to the suggestion that maintenance 
was charged on a more lavish and generous scale in 
1923 than in 1913? — I think there it shows that when 
this percentage is applied to the 1913 figures, the 
maintenance in 1923 was not provided on a lavish 
and generous scale, as has been suggested. 

3892. Have you to take into account what is in 
Mr. Jepson’ s mind that there has come into existence 
in the interval additional mileage, additional ' docks, 
and dock appliances, or higher capacity rolling-stock ? 
— Yes, I think you must take into account the fact 
that the assets to be maintained have increased in 
the meantime. 

3893. I think the expression has been used the units 
are different in 1923 from those in 1913? — Yes, that 
expression has been used, but that is not quite com- 
plete. To take units you must consider also the 
nature of the unit, and therefore it is preferable to 
speak of assets as a whole, because the units in certain 
cases in rolling-stock, for instance, may be more 
expensive units, perhaps a higher capacity, or for 
one reason or other involving a greater cost of 
maintenance. 

3894. But your figure of 1124 per cent, does not 
contain any reflection of the alteration in the units, 
if I may use the expression, in 1923 as compared with 
1913? — No, none whatever. 

3895. Allowance should be made, I suppose, should 
not it? — I think so undoubtedly, because all these 
items will involve some charge for depreciation and 
some charge for maintenance, 

3896. If such allowianoe were made, what would 
the consequence be? — The consequence would be that 
the total charge for maintenance in 1923 would be 
enhanced, and in comparison with 1913 it .-would 
appear relatively heavier. 

3897. Exactly. So much for the 112-1- per cent. 
Another topic on which you can assist us is the topic 
of unfructified capital, as it has been called? — Yes, 
that has been rather a serious matter of consideration. 

3898. I think it would be convenient now if you 
just told us yourself how- you have approached that 
problem, and how you have dealt with it? — Well, the 
first question to be considered on it was the question 
of interpreting the phrase “ enhance the value of the 
undertaking.” We have approached that question 
rather from the point of view — in fact, we have 
approached that question from the only direction that 
all practical business men could approach it, and we 
have endeavoured to give a meaning to the phrase. 

3899. Let us see what has been in your mind in 
approaching this topic? — It was a question, it seemed 
to us, of mainly what is the undertaking. We have 
looked on the undertaking as being an undertaking 
intended to carry on the work of transportation by 
railway and any of the other ancillary operations 
which the railway companies have statutory power to 
carry out, and we have regarded capital expenditure 
which enhances the value of the undertaking as includ- 
ing any capital expenditure which places the railway 
in a position to earn, either directly or potentially, 
more revenue from the exercise of those operations of 



transportation and the ancillary businesses to which 
I have referred. 

3900. That is from the positive side. Have you con- 

sidered it from the negative side as to what items 
might be regarded as not enhancing the value of the 
undertaking? — Yes. We regarded the phrase as 
excluding, in the first place, works which merely 
reproduce something already in existence; secondly, 
works which, if there were any, were outside the 
functions of a railway company, or did not contribute 
to the real or potential earnings of the railway 
company. . 

3901. Do those conditions to which you have alluded 
arise to any extent in connection with capital expendi- 
ture normally undertaken by a railway company? — 
No. The works which would naturally appear in our 
list which would be naturally sanctioned by our Boards 
would not cover works of that kind ; if they were 
merely reproduction they would not be capital, and 
if they come under the other categories, well, it is 
unlikely that any Board would sanction them. 

3902. Will you now tell us a little about the basis on 
which your claim has been prepared in respect of 
unfructified capital. Tell us a little about the origin 
of this matter historically? — Yes. The question of 
fructification was first of all raised in the course of 
the Inquiry before the Rates Advisory Committee in 
connection with the General Revision of Railway Rates 
and Charges. 

3903. That was in 1920? — Yes; and it was subse- 

quently dealt with in the Report of the Rates 
Advisory Committee wdiich was issued in 1921. 1 am 

not sure of the date. Sir William Plender referred to 
this question in his evidence on the 18th Day, the 12th 
of October, 1920. He drew attention there to capital 
raised by the railway companies during the last 18 
years, a large part of which he claimed was 
unfructified capital. 

3904. I think no definite period for fructification 
was specified? — No; he was not in a position to 
specify any definite period. 

3905. Do you find the topic alluded to in the Report 
of the Rates Advisory Committee of 1920? — Yes; they 
dealt with it at some little length. 

3906. Will you give us the material paragraph ? — 
It is on page 27 of the Committee’s Report. 

3907. I think we might, for convenience, get on the 
Note the material paragraph dealing with the matter? 
— Yes. I think this, perhaps, is the paragraph it 
would be desirable to quote: “ It would not be just m 
the case of a railway company which was progressing 
in this manner” — they 'have referred to the Great 
Central main line. 

Sir Douglas Hogg: 1 would like to know what Sii; 
Ralph is doing. Is he giving evidence of what Sir 
William Plender, the previous witness, gave evidence 
about four years ago? 

Lord Advocate : The witness is reading from the 
Report of the Rates Advisory Committee; a Report 
which was dated in 1920. 

Mr. J epson : That is the Report on the principles 
which should govern the General Revision of Railway 
Rates. 

Lord Advocate : Yes, the General Revision of Rail- 
way Rates and Charges. You remember the other 
series as well. 

Sir Douglas Hogg : I do not in the least mind 
reference being made to some Report, but I must not 
be taken as accepting it as valid or relevant evidence ; 
what this gentleman reads from the Report does not 
prove anything. 

President : I understand that the witness is trying 
to give the history of the matter. 

Sir Douglas Hogg : As long as it is only taken as 
that. 

President: It is a sort of preamble on his behalf 
.to explain what his evidence is going to be. 

Lord Advocate: I think if Sir Douglas Hogg will 
read the proceedings he will find that a good deal of 
material of this sort has been submitted with, I 
think, the approval of the Tribunal; certainly the last 
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one where most of the discussion was over the 
Reports. 

President : Sir Douglas Hogg was not here to keep 
us in order. 

3908. Lord Advocate ( 'l'o the Witness) : You were 

going to read from page 27 of the Report, Sir Ralph? 
— “ It would not be just in the case of a railway 
company which was progressing in this manner to 
take the average revenue of the years 1911, 1912 and 
1913, which included the railway strike (1911) and 
the great coal strike (1912), or even the revenue of 
1913 as the standard for its future earning capacity. 
Other cases will no doubt be shown where capital 
expended in recent years has not had time to provide 
the returns which should naturally follow from the 
outlay, though no one was able to suggest to us a 
formula for giving a fair return for such expendi- 
ture,'"' — I might just refer to that formula for the 
moment as indicating that the Rates Advisory Com- 
mittee had in mind something of that nature — “ and 
we can only advise that the New Tribunal should be 
directed to consider the circumstances and make such 
allowance as to it seems right.” Then the Report 
continues: “We recognise that this may render 

necessary a difficult and complicated enquiry, but we 
see no way of avoiding it without doing injustice. 
We think, however, that the Tribunal should not be 
called upon to make a detailed and meticulous inquiry 
into every trifling expenditure, but should consider 
itself justified in acting upon broad lines and be 
satisfied with doing substantial justice in a matter 
where a few thousand pounds will not make any 
appreciable difference either in the rates to be paid 
or in the dividends which will be declared.” 

3909. In the Statute of 1921 the figure of £25,000 
in the case of any work was fixed with the result of 
excluding what I may be allowed to call in this 
Inquiry items of trifling expenditure? — Yes. 

3910. The allowance proposed is in respect of capital 
unfructified at -31st December, 1912? — Yes, it relates 
solely to capital unfructified at that date. 

3911. Is it an addition which will recur? — No, it 
will not recur. 

3912. Had it therefore only to be looked at in con- 
nection with 1913 and preceding years? — Yes. 

3913. In considering the method of presenting this 
part of your claim did you find yourselves confronted 
with very great practical difficulties? — Yes, we found 
very difficult problems in front of us. 

3914. Will you tell us what were the practical 
difficulties which you especially encountered? — First 
of all, to take individual works and go through the 
whole list would have involved going back, possibly 
far back, into the past in order to complete the list. 
The Act of 1921 says nothing about any date from 
which the Inquiry should commence, and unfructifisd 
works might have been put in hand many years before 
the passing of the Act; secondly, the works in 
question were nearly all of the nature of extensions 
of existing works and therefore no accounts had been 
kep separately showing the gross or net 
earnings attributable to those works, and in many 
cases no such accounts could have been kept. We felt, 
therefore, that to pursue the inquiry on the line of 
taking individual works would have involved the 
Tribunal, and everyone concerned, in an enormous 
amount of detailed inquiry and that the result might 
in the end have proved to be unsatisfactory to all 
parties. 

3915. On the other hand, were you equally satisfied 
that there was unfructified capital within the sense 
of the Statute which did deserve consideration in the 
fixing of the Standard Revenue? — Yes. There were, 
of course, a very considerable number of items of that 
kind. 

3916. Was it in consequence of those difficulties that 

you devised the formula which has been adopted in 
the compilation of this head of claim? — Yes. It 
seemed to us as a consequence of the considerations 
I have named that the best way of approaching the 
problem was to devise a formula of some kind and 
deal with the works on that basis. • 



3917. Is the formula arbitrary? — It is arbitrary. In 
a certain sense it is arrived at on the basis of our 
experience of the fructification of railway capital, but 
it has been applied arbitrarily. 

3918. Let us see the basis of it. I think you have 
proceeded on the basis that an all-round average 15 
years is the period necessary to elapse before capital 
expenditure becomes remunrative? — Yes, excluding 
the works under £25,000, and excluding certain other 
things such as rolling-stock and signalling, and things 
of that sort, we came to the conclusion that 15 years 
was a fair all-round period to propose. 

3919. Does that recognise that some works are 
slower reaching fructification and others more rapid? 
— Yes; inside that there is a great variety in the rate 
of fructification. 

3920. To the best of your knowledge and belief does 
this period of 15 years represent a fair average period 
for fructification of capital expenditure in a railway 
undertaking ? — Y es. 

3921. Then had you next to consider the progress 
of fructification from the incurring of the expense 
down to the date of full fructification on the expiry 
of 15 years? — Yes. 

3922. How did you spread the increase — the pro- 
gressive fructification? — We assumed that in the first 
year the expenditure would earn 1^ per cent., and 
for each succeeding year we assumed that a further 
i per cent, would be added to that, making the 
figure up to 15 per cent, at the end of 14 years, for 
the fifteenth year. 

Mr. Jepson : You mean 5 per cent.? 

3923. Lord Advocate: Up to 5 per cent.? — Yes; I 
beg your pardon. 

3924. At the full bearing it would be treated as 
5 per cent? — Yes. 

3925. And would be reached upon that formula at 
the expiry of the fifteenth year? — Yes. I ought to 
make a correction; I said “We assumed”. That, 
again, was arrived at to the best of our experience of 
the rate of fructification. 

3926. Do you find in the matter of fructification 
any difference between small works and large works ? 
— Yes. Generally speaking, the small works fructify 
more rapidly than the large works; the small works 
may fructify within a year or two of their com- 
pletion; the larger works, on the other hand, nearly 
always depend on development of traffic, or other con- 
siderations which take time to mature. 

3927. In their case what may be the period? — In 
the larger works the period may easily run to 20 or 30 
years before you get the full fructification of the 
capital invested. 

3928. As a matter of practical railway policy, have 
you to build in advance of your immediate require- 
ments? — Yes. A railway company in practically all 
its larger works has to build for the 'future works of 
a permanent character, and it would be bad policy 
not to allow for a considerable growth of traffic. 

3929. Will you deal with one or two more selected 
types of works and explain in their case the process 
of fructification. Take, first of all, new trunk lines? 
— Taking new trunk lines, one may refer to those as 
being exceptionality slow to mature. On the opening 
of a railway the traffic offered is limited owing to the 
undeveloped nature of the country traversed. On 
the other hand, lines must be constructed of a very 
substantial character, the stations, bridges, and other 
structures, must be suitable for main line traffic and 
of a capacity to handle heavy business travelling in 
large units. 

3930. Then as to purchase of land in connection 
with main trunk lines? — It is generally advisable in 
constructing new trunk lines to buy ample land for 
future widening, particularly where you are passing 
through urban or industrial districts where the value 
of the land is likely to advance, or the land is likely 
to be occupied by buildings so as to provide for the 
future growth of traffic when it is necessary to widen 
the line. 

3931. Can you exemplify that? — The Great Central 
line to London is the case that has been talked of 
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in previous evidence, and that may he taken as an 
example. 

3932. Will you tell us what fi gures you can make 
available in that instance? — The Great Central line 
was opened in 1899 to London, and until 1905 
separate accounts were kept of the receipts and 
expenditure in respect of that line and the net 
revenue can be given as a percentage on the capital 
expenditure. In 1900 the line earned -95 per cent, 
on its capital, and this rose in subsequent years ; 
1901, 1-27 per cent.; 1902, 1-59 per cent.; 1903, 
1-69 per cent. ; 1904, 1-95 per cent. 1905, 2-05 per cent. 

3933. After that date I think separate accounts 
for receipts and expenditure were not kept? — That 
is so. 

3934. Have you any knowledge, however, of the 
general process of its development thereafter? — It is 
known that the development was slower after that 
as naturally would be expected. You will notice that' 
the figures quoted are below the formula which has 
been put forward by the railway companies for the 
fructification of capital. 

3935. Can you give us any information with regard 

to the Hull & Barnsley Railway Company, as another 
example? — Yes. I am taking the Hull & Barnsley 
Railway Company not because it comes into this 
unfructified list 

3936. But by way of exemplifying railway experi- 
ence? — It is the best example I can find of a new 
railway more or less complete at its outset, and it 
shows the rate of development of a new work of 
that description; but I ought, perhaps, to say that 
the figures which I am able to give are illustrations 
and I do not seek to press them in detail because 
they are subject to a great many qualifications and 
criticisms which have got to be taken into account 
before one relies precisely on the illustration. 

3937. Take the first 15 years of that railway’s 
existence? — The Report of the Hull & Barnsley 
Railway Company for the year 1906 gives a statement 
of the gross receipts and net receipts for the first 
15 years of their existence. 

3938. What are the figures? — They show a growth 
in the gross receipts from £168,997 in 1886 to 
£495,799 in 1900; the growth being fairly regular 
throughout. 

3939. If the formula which you have used in this 
case had been applied to the Hull & Barnsley what 
would have been the 1900 figure? — The first and the 
last figures that I have quoted would be almost in 
the same proportion as has been suggested in our 
formula, a proportion of 1| to 5. 

3940. So that if the experience of the Hull & 
Barnsley were to be relied upon, subject to the quali- 
fication which you have indicated, it would vouch 
substantially the formula which you have used? — 
Yes, but I have quoted gross receipts only. 

3941. Yes, I see? — It is not so easy as applied to 
net receipts ; the analogy is not so complete as applied 
to net receipts or to dividends. 

3942. I follow. The detailed figures for each of the 
15 years are available if desired, and could be given ? 
—Yes. 

3942a. Mr. Jepson : Could you give us the corre- 
sponding figures for net receipts for those two years 
1886 and 1900 ? — The figures are £33,000 in 1886, and 
£193,000 in 1900. 1 think, perhaps, I ought to qualify 
what I said; the relation there is more than that of 
14 to 5. 

3942b. Mr. F. G. Thomas : Might we have the 
relation to capital, just to complete the story? — I have 
not got the relation to capital. I have got the 
dividend ; but I could get the figure. 

3942c. Mr. Jepson: Have you got the dividend on 
the Ordinary Stock ? — In 1886 it was nil ; it rose to 14 
per cent, in 1900, and in 1913 it had risen to 34 per 
cent. There, again, I must apologise, the figures not 
being as complete as one would like. That is the 
return on the Ordinary Capital. 

3942d. Lord Advocate: That is 1913, or just 27 
year's after the line was opened, and it has reached 34 
per cent, upon its Ordinary dividend? — Yes. 



3943. Have you another example to give us in the 
Scarborough, Bridlington & AVest Riding Junction 
Railway? — Yes; I have endeavoured to take such 
cases where we had separate accounts to go upon, 
and I have taken the Scarborough, Bridlington <fc 
AVest Riding Junction Railway as another case. 

3944. Will you give us the figures in that case ? — 
This, again, is not a case that comes into our list, 
but I take it as a case showing the kind of considera- 
tion we had in mind in arriving at our 15 years’ 
formula. The Scarborough, Bridlington & AA 7 est 
Riding Junction Railway was opened in 1890, and 
earned 1-20 per cent. That has slowly grown, with 
slight variations, to 2-97 per cent, in 1913. I think, 
perhaps, it would be better if I gave the 1891 figure, 
which was a full year, when the railway earned 1-72 
per cent. 

3945. In the first complete year of its working? — 
Yes. 

3946. Which was the year 1891 ? — Yes. 

3947. And in 1913, with slight variations, it lias 
risen to 2-97 per cent. ? — Yes. 

3948. The figures, again, in this case for each year 
are available, if required? — Yes. 

3949. Mr. Jepson: AVhen you say the railway earned 
1-20 per cent., 2-97 per cent, and 1-72 per cent., 1 
suppose that is what the net revenue represents on 
the capital? — No; that, again, is the dividend on the 
Ordinary capital. 

3950. That is dividend paid? — Yes. I am sorry; 
that is the return on capital expenditure. 

3951. The net revenue as compared with capital 
expenditure ?— Yes. 

3952. Tjorcl Advocate: Take a different class of 
enterprise — the case of suburban lines. AVhat is your 
experience with regard to them? — In the case of 
suburban lines, the railway company lias to build in 
anticipation, to some extent, of the demand, and the 
full fructification of the line depends on the develop- 
ment of building along the line and the development 
of facilities for recreation and matters of that kind, 
which tend to draw the public to the area served by 
the line. 

3953. Can you give us any illustration of your 
experience in relation to a suburban line? — I have 
taken here as an illustration the AVoodford to Ilford 
line of the Great Eastern, as a case showing the very 
slow development that may occur in a suburban line 
owing to the slow development of building works on 
the line. 

3954. In this case I think you can give us both the 
gross receipts and the net receipts? — Yes. I can give 
gross receipts in this sense that they are the total 
bookings — total receipts at each station; that is to 
say, they are more in this case than the actual earn- 
ings for the mileage of the line. 

3955. Yes, because you have through traffic ? — There 
is no through traffic on this line. That is one of the 
reasons that I selected it, but there will be through 
bookings; for instance, the through bookings all the 
way to London would be included. 

3956. I suppose these fares would be passed through 
the Clearing House for allocation, would they not? — 
No. This was all local to the Great Eastern Railway. 

3957. Just give us the gross and net figures, or, 
rather, you might take the first and the last ? — I will 
take the first complete year of the line. It was 
opened in May, 1903. In 1904 the gross receipts on 
traffic arising or terminating on the branch was 
£10,250. 

3958. And the net? — The net receipts were £3,914, 
giving a yield on the capital cost — which was £351,000 
— of 1-11 per cent. 

3959. Will you give us 1914 now — 10 years later? — 
Probably 1913 would be a fairer year, to take, being 
pre-war. In 1913 the gross receipts were £13,136, 
and the net receipts were £4,008, the yield being 
1-14 per cent., showing hardly any growth in that 
case. 

3960. On the other hand, had the number of 
passenger journeys greatly increased in the period? — 
Yes. The number of passenger journeys had grown 
from 396,000 in 1904 to 670,000 in 1914:'. That shows 
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that the value of the line to the public, at any rate, 
had increased materially. 

3961. As regards the yield in the case of the Wood- 
ford to Ilford Suburban Extension, I think it is 
proper to point out that between 1904 and 1913 there 
had been some fluctuations in the yield and some 
larger: yields — only in decimal points — than 1-14? — 
Yes. In 1910 the actual yield had mounted to 1-34. 

3962. That was the maximum, I think? — That was 
the maximum. 

3963. Mr. Jepson: Are you only dealing with 

passenger traffic here? — No, that is the whole. 

3964. Is there any goods traffic or coal traffic on 
the line? — I have included that in the gross receipts 
figures. 

3966. Mr. Loclcet : What has been the history of 
that line since 1913? — The line has been rather a 
disappointment to the railway company, because 
building has not developed as we had hoped along the 
line. I think it is tending to develop a good deal 
more rapidly now, but it is a case where the develop- 
ment has been extremely slow. 

President : Does it go through Chigwell? — Yes. 

3966. Did they have some difficulty with the em- 
bankment there ? — Yes, I think there was some 
difficulty. 

3967. Mr. Jepson : This question is only for general 
information. Were the low workmen’s ticket rates 
applied to this line as soon as it was opened ? I think 
they applied to the other approach to Ilford on the 
Great Eastern. I suppose they were applied to this 
particular line? — I do not think they would he 
applied to this line, because this line is not 
serving Ilford. It really starts from Ilford and goes 
round by a loop connecting up the lines. 

3968. It is not used as a. route to Ilford itself? — 
No. I cannot speak with certainty on the point you 
raise. 

3969. Lord Advocate : Another example you have, 
Sir Ralph, is the Great Western and Great Central 
Joint Line? — Yes. 

3970. Can you give us some particulars of it, and 
then some figures relating to it? — This was a joint 
railway between Northolt Junction and Ashendon, 
connecting up at each end with the Great Central 
line and the Great Western line. It provides an 
alternative route to London on the Great Central ; it- 
provides a cheaper and improved Great Western route 
from Paddington to the Midlands, and it provides for 
the development of a large part of Buckinghamshire 
for residential purposes. It is therefore both sub- 
urban and trunk. 

3971. What are the figures you can give us? — The 
line was opened as a through line in 1906. In that 
year it earnt 2-46 per cent., and in 1913 it earnt 4-86 
per cent. 

3972. When you say “ earnt " what do you mean, 
Sir Ralph? — That is the net receipts per cent, of the 
capital expenditure. That has been a case of more 
rapid development. It has got nearly to the 5 per 
cent, in eight years. 

3973. Mr. Jepson: Before you leave that I would 
like to ask a question. In the previous case you gave 
us the total number of passenger journeys. I sup- 
pose as this was a Great Central and Great Western 
joint line, the actual earnings of that joint line from 
through traffic had to be ascertained? — Yes. These 
represent the mileage earnings of the line. 

3974. You told us it practically opened up a new 
route for the Great Western to Birmingham and 
Staffordshire ? — Yes . 

3975. It would include all that through traffic, or a 
portion which could properly he allocated to the joint 
line of the through traffic? — Yes. 

3976. Some of it may have been diverted from their 
old line to Oxford? — Yes. 

3977. So that while they were crediting this joint 
line with the earnings of the traffic that went over it, 
they were depleting their earnings on another portion 
of their undertaking? — Yes; that would be true to 
some extent. 

3978. That has not been taken into account? — No. 



3979. The TjOrd Advocate : This instance which you 
have just given us, I think, appears at page 30 of 
“ R.T.2a,” where it appears that the date the line 
was brought into use was June, 1906? — Yes. 

3980. Mr. Loclcet: Before Sir Ralph passes from the 
question of the Great Central and Great Western 
Joint Line, is that the line which is referred to by 
Mr. Cope when he said that line was earning 13 per 
cent. ? — Yes. It has developed considerably since that 
date; and, of course, the traders benefit from that 
development, inasmuch as it has taken place since 
1913. 

3981. The Lord Advocate: Naturally. Will you 
take next the Cuffley and Stevenage line, which we 
find on page 27 ? — That is another case of a line which 
may be regarded as partly suburban and partly trunk 
line. 

3982. For five miles it runs between Enfield and 
Cuffley? — Yes. That part was opened in 1910. The 
remaining 15 miles were opened for goods traffic in 
1918 and for passenger traffic in the current month. 

3983. What is the object of that railway? — From 
the suburban point of view the object of the railway 
is to develop the line between Enfield and Hertford, 
and particularly to develop the town of Hertford and 
the neighbourhood, and generally the land lying east 
of the Great Northern main line. 

3984. Has it the further advantage of providing 
alternative routes for main line traffic? — Yes. As a 
trunk line it has the advantage of an alternative 
route, avoiding Welwyn Viaduct. 

3985. What is the financial outlook for that line ? 

It is anticipated that we shall in time develop a 
profitable suburban business from the neighbourhood 
of Hertford, in particular, to London ; but the im- 
mediate effect of opening the line has been to reduce 
our fares and our season tickets from Hertford to 
London, and we therefore start with a net loss in 
that respect, which has to be recovered by the pro- 
cess of building all along the line from Cuffiey to 
Stevenage. 

3986. This is a case where, the line at present is 
making a net loss? — Yes. We start with a net loss, 
due to reduction of fares. 

3987. President : The part at Cuffley was con- 

structed a good time before it was opened. It lay 
idle, did it not? — As far as goods were concerned, T 
think it was used as soon as the tunnels were com- 
pleted; but the passenger working has been deferred. 

3988. Lord Advocate : Take another class of enter- 
prise — industrial and colliery lines. What features do 
they represent? — Industrial and colliery lines may be 
expected to develop fairly rapidly. 

3989. What are the determining conditions there? 
— If the districts served are rich in minerals, or if 
they are intensively developed industrially, then you 
may expect to develop traffic on such a line fairly 
rapidly. 

3990. In this case, also does building development 
bear a part? — Yes; the question of building develop- 
ment comes in. If building is slow, the industrial 
development, and in particularly, possibly, the 
passenger traffic, may not correspond with 
anticipation. 

3991. I think you have one or two examples of this 
class of undertaking? — Yes. I have taken here first 
of all the South Yorkshire Joint Line Committee. 
That is a line running southward from Doncaster 
into the newly developed area of the South Yorkshire 
Coalfield. 

3992. Sir Douglas Hogg : Can you tell us what 
page that is? — It is on page 32 of the London and 
North Eastern print. 

3993. Lord Advocate : Can you give us some 
statistics about this Joint Committee? — The line was 
opened in 1905. In 1907 the gross receipts were 
£7,800. and the net receipts were £3.300, which 
represented 1-01 of the capital expenditure. 

3994. Sir Douglas Hogg : I am wondering why you 
gave 1907 when the first year was 1906? — 1 am afraid 
I cannot answer that, X have not got the 1906 
figures here, 
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3995. Mr. J epson : The date in the book is Decem- 
ber, 1905, for the opening of the Southern portion ? — 
Yes. I can find out the reason why it is not given. 
I do not think you will find it is an abnormally high 
year, or anything of that sort. It may be that the 
accounts were not fully kept. I am sorry. I should 
have perhaps inquired into that point. 1907 is 1-01. 
In 1913 it had risen to 4-08. In 1922 it was 6-65, and 
1923 6-33. 

3996. Lord Advocate : You cannot give us the gross 
receipts for 1914 to 1921, of course, owing to control? 
— Owing to control they would be misleading. It is 
difficult, owing to the occurrence of the war, to say 
how many years that should be regarded as having 
taken to reach the 6 per cent, level; but in 1907 to 
1913 — six years — it had risen from one to four per 
cent. 

3997. This railway company, I think, appears both 
in the London, Midland and Scottish and the London' 
and North Eastern Railway Companies’ tables? — Yes. 

3998. f to one and | to the other ? 7 -Yes. 

3999. Do you find much the same experience in 
regard to fructification in the case of the South 
Yorkshire Junction Railway? — Yes. I have taken the 
case of the South Yorkshire Railway. The fructifi- 
cation is much at the same rate. In this case the 5 
per cent, was only reached after a lapse of 14 years. 
This does not occur in the list. This is a case where 
I have been able to get separate accounts for an 
independent concern. 

4000. Mr. -7 epson : Is that because it was brought 

into operation more than 15 years ago? — Yes. It 

was opened in 1894. I am merely endeavouring to 
give the kind of information upon which the railway 
companies came to their conclusion. 

4001. Lord Advocate : That goes back some time, I 
think. Can you give us figures over a tract of time 
to show us the progress made? — In 1895 the railway- 
earned 3-6 per cent. ; that is to say, it started with 
a higher figure than our formula has suggested. 
It rose in 1903 to 4-5. Then it had various fluctua- 
tions and first passed the 5 per cent, limit in 1909. 
In 1913, the last year I have recorded, it was 
earning 6-56. 

4002. Does that bear out your view that in the 
case of this class of enterprise you get more rapid 
fructification than in some of the others? — Yes. 
That particular case is not quite as rapid as I think 
the normal might be in the case of colliery lines 
and industrial branches. 

4003. Take the Great Central, Hull and Barnsley 
and Midland? — That was a joint line, built also in 
the South Yorkshire area, where we are able to 
get the ratio of net receipts to capital expenditure. 

4004. It is on page 3, among the joint lines. 
It appears to have a capital of £4 as far as I 
can see. 

Sir Douglas Hogg : That is 4 per cent, on the 
receipts for the year. 

Witness : On its rates for special traffics — special 
rates that are raised. It will not affect the coal 
evidence. 

4005. Lord Advocate : It is not for that purpose 
that I am putting this. What I want to get at 
is the yield on capital. Can you give us any figures 
which are of any assistance there, Sir Ralph? — 
The yield on capital in 1909 was -08 per cent. 

4006. It would be well, I think, to give an indica- 

tion of the amount of capital in 1909. The capital 
expenditure was £103,000, was it not? — Yes. In 

1913 it was £109,000, and the percentage of net 
receipts to capital expenditure was -17. In 1922 it 
had risen to 5-61, and in 1923 it was 5-16. There 
was presumably some delay in the development of 
the collieries that particular line was intended to 
serve. 

4007. I suppose any delay in the opening of a pit 

in a case like that would reflect itself in the results 
to the line? — Yes. If a pit was rapidly opened, 

you would get a very rapid fructification. 

4008. And T suppose the vicissitudes which may 
affect traffic are most multifarious? — Yes, The sink- 



ing of pits, particularly, is sometimes a very 
speculative business. 

4009. Will you now give us your experience of the 
Cleobury Mortimer and Ditton Priors Company — 
the Great Western Shropshire line? — This was 
another of the comparative few cases where we are 
able to get separate accounts for a separate line. 
This is a line serving the Shropshire quarry district. 
It was opened for six months in 1908 and for a full 
year in 1909. In 1909 the yield was -6 on its 
capital. 

4010. The first complete year is 1909, you say? — 
Yes, when the yield was -6 per cent. In 1913 that 
had risen to 2-7 per cent. 

4011. The Great Western, in respect of unfructified 
capital, in their claim are claiming 2t per cent? — . 
That is the way the formula works out. 

4012. The actual return in this particular instance 
is 2-7 per cent.? — Yes. 

4013. So that the formula, in that instance at 
least, appears to be fairly reasonable? — Yes. I do 
not want to build too much on that, because there 
are cases where it will go the other way. The formula 
is a, general formula, applied all through. 

4014. Would you deal now with the question of ex- 
penditure in connection with the widening of lines? — 
Yes; that is a class of expenditure where it is not 
possible to get any separate accounts, of course, repre- 
senting the receipts on expenditure on the particular 
work. 

4015. Will you just tell us how you look at the ques- 
tion of widening from a general manager’s point of 
view? — A widening of a line is undertaken as soon as 
the pressure of traffic on the existing lines becomes 
more than you can work with efficiency 7 . 

4016. Then what is the effect of widening a line? — 
The effect of widening is that you are able to divert 
trains from the main lines to the new running lines 
and so relieve the pressure on the main running lines. 
The effect is, of course, practically to double the 
capacity of the line. 

4017. Can you get the full benefit of the doubling 
of the capacity immediately? — You do not reach the 
need for the full double capacity 7 at once. That is to 
say, the number of trains does not immediately leap 
up ; it increases slightly and gradually 7 makes full use 
of the widened lines. At the same time, you probable 
get a full return of your capital before that point of 
full use of the widened lines is reached. 

4018. Just exemplify 7 that, please, by one or two 
instances. Take the widening of the line from Low 
Fell to Ouston, on page 23? — I took that as a specimen 
case showing the effect of widening the line — or rather 
the concomitant results. The widening of the line 
from Low Fell to Ouston cost £107,000. It was carried 
out in 1904. There were two lines before. These are 
lines serving a very heavy mineral and trunk line 
traffic between Durham and Gateshead. In 1897 there 
were 150 trains in both directions; that is to say, the 
total was 150. In 1900 it had risen to 176. 

4019. Then came the widening? — Then came the 
widening made in anticipation of an addition to the 
coal traffic from the Durham coalfield to shipping 
points on the Ty 7 ne. In 1913 the total number of 
trains passing over the line was 225, still, it will be 
observed, very much less than double the pre-widening 
experience. 

4020. You are not up to full capacity there? — That 
is so. 

4021:' Mr. J epson: The widening was opened in 
1904, you say 7 ? — Yes. 

4022. Lord Advocate: Then take the widening 

between Burton Salmon and Milford Junction? — That 
was a widening south of York, between York and the 
West Riding centres. 

4023. Can you give us the number of trains dealt 
with before the line was widened? — The line was 
widened in 1904. In 1897 the number of trains dealt 
with was 223. That had risen in 1907 to 253, and 
remained at about, that figure till 1913. 

4024. So that there again there was nothing like a 
doubling of the number of the trains consequent upon 
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the widening of the line? — That is so. There again 
the development of the number of trains is slow. 

4025. Are the benefits derived from widening en- 
tirely represented by the number of trains? — No. I 
would like to make that clear. It is not simply a 
matter of the number of trains. A large part of the 
case for widenings is the relief of pressure on the 
main lines and the improvement in the capacity of the 
line to deal with the peak traffic. 

4026. Does that redound to the general benefit of 
the undertaking therefore? — Yes. That leads to a 
general improvement in the working. 

4027. The more expeditious the handling of the 
traffic the better it is from an economic point of view? 
— Yes. 

4028-9. Take now the expenditure on bridges. 
What have you to do as a General Manager 
when you have to have a new bridge? — When 
you are building a new bridge of an expensive 
kind you have naturally got to look ahead 
over a long period of years and estimate the probable 
growth of the traffic. A big bridge of that kind is 
very expensive. It is probably impracticable to widen 
it at a later date from 2 to 4 lines or from 1 to 2 
lines, and therefore it is generally expedient, if you 
anticipate a growth of the traffic over 20 or 30 years, 
to build a bridge such as will carry the full number 
of lines you are likely to require, and possibly to put 
down those lines in anticipation. 

4030. A typical instance, I think, is found in the 
case of the King Edward Bridge over the Tyne at 
Newcastle? — Yes; that might be taken as an illustra- 
tion, I think. That was a very expensive bridge 
built over the Tyne in order to relieve the old high- 
level bridge. The old high-level bridge has three 
lines over it and is dealing with 300 to 400 trains a 
day. In 1909 it was 362, and in 1922, 474. When I 
say “ trains,” that is units, including light engines. 
That should be taken as a bridge that is fully loaded 
in respect of the number of trains going over it. The 
King Edward Bridge was built for four lines of rail- 
way. That was done in view of prospective growth in 
the main through traffic, as the bridge is on our main 
line from London to Scotland. In 1912 the number of 

trains over those four lines, including light engines 

the number of units — was 264. A higher figure was 
in 1920, when it was 293. That is per day, taking 
certain census periods. So that the new King 
Edward Bridge is very much less heavily loaded than 
the old high-level bridge, and the four lines over that 
bridge are not in full use at the present time. There 
is room for development there over a considerable 
number of years. 

_ 4031. That is an example of a bridge which at the 
time you built it you built it as a provision for 
expanding traffic? — Yes. 

4032. Now take the case of docks, which are 
peculiarly difficult. How do you deal with the case of 
docks, and what is their record from the remunerative 
point of view in railway hands? — They are particu- 
larly slow to fructify. The first costs in connection 
with the provision of a dock are exceedingly heavy, 
and until the dock is fully developed there are some 
very heavy items in the construction of the dock which 
cannot be expected to give their full return, or which 
cannot be expected to have fructified until the dock 
has extended. In particular there is the cost of pro- 
viding the dock entrance. The dock entrance is a 
very expensive element in the provision of a dock. It 
must be provided sufficient in depth and width, and 
sufficient in the size of the locks, to deal not only with 
the larger ships coming in, or likely to come in at the 
date of the opening of the dock, but with the largest 
"hips likely to come in in a matter of 50 years from 
the date when the dock is opened, because a dock 
entrance must be expected .to last for some period 
considerably longer than 50 years. 

4033. And, of course, the lock entrance is the key 

to the utility of the whole undertaking? It. is the 

key to the utility of the undertaking. It cannot be 
widened or deepened except at very great expense; so 
much so that very often you have to build a new 
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entrance rather than attempt to widen or deepen the 
existing entrance. 

4034. Would it be sound administration to build 
your dock in proportion, say, to the size of the vessels 
resorting to the harbour at the moment? — No; I 
think you must look ahead, and some considerable 
time ahead, in particular with reference to the size of 
the vessels which may come to the dock. 

4035. You have had experience, I think, in connec- 
tion with dock construction at Immingham, and the 
King George Dock at Hull? — Yes. 

4036. There was a large capital expenditure in both 
those instances, was . there not ? — Yes ; in both those 
cases there was a very large capital expenditure 
incurred, particularly in connection with the deck 
entrance. The dock entrance was provided of a size 
to deal with the full extension of the dock internally. 
Actually at the date of opening in neither case was 
the dock internally extended to the full extent that 
had been planned. 

4037. Does that policy commend itself to you as 
sound ? — Yes, that is sound policy, because you cannot 
at once find sliipipng to fill all your berths. But the 
dock entrance, of course, is constructed on lines 
which will enable it to deal with the shipping for the 
full dock extension when it comes to be carried out. 

4038. On the other hand, with regard to the 
internal extension of docks, do you find your experi- 
ence is the same? — No; in the case of the internal 
extension of docks you would find fructification a good 
deal more rapid. 

4039. And, of course, the expenditure there is 
generally on a smaller scale, is it not? — Yes; it is a 
smaller thing than building a new dock. 

4040. Then some questions were put with regard 
to hotels. Can you assist us there at all? — In the 
case of hotels it is not easy to make any general 
statement as to whether they will fructify rapidly or 
not. You get cases of both descriptions. Where 
there is a great demand for hotel accommodation in 
a town the hotel will perhaps show its full return in 
the first year; in other cases it will take time to 
develop business. 

4041. It depends whether you are catering for an 
existing demand or are endeavouring to create a 
demand? — Yes. If you are endeavouring to create 
a demand, which is the thing the railway companies 
endeavour to do, because they are endeavouring to 
encourage traffic, then the fructification will be 
slower. 

4042. Then I suppose a railway hotel has some 
value to a railway company as a facility which may 
encourage traffic? — Yes. 

4043. I think you can give us one example of an 
hotel as to which you have some figures, the North 
British Station Hotel in Edinburgh? — Yes. That was 
opened in 1902. 

4044. Did it give any return on the capital invested 
in the first year? — It gave practically no return till 
1912-1913. 

4045. Did it then turn the corner? — It turned the 
corner and it was earning about 2 per cent, in 1914- 
1915. The general average over the whole period 1914 
to 1923 can probably be put at aborrt 5 per cent. 

4046. Has it become more or less permanent? — 
Yes ; we think it has uow established itself. 

4047. Now you have taken a number of examples 
to show us how fructification is attained in your 
experience in different classes of enterprise in which 
the railways embark? — Yes. 

4048. Do these instances exemplify the varying 
experience of fructification which you find, and would 

expect in different classes of undertakings? Yes. I 

have given them merely as such examples as I could 
find of fructification at various rates. 

4049. If you are precluded from taking into account 
items of work under £25,000 — say you are dealing 
only with larger works — would you say whether the 
larger works are more rapid or less rapid to fructify? 
— The larger works are less rapid in fructifying, and, 
generally speaking, in works of over £25,000 there is 
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always some element- of future development in the 
minds of the railway companies. 

4050. Having regard to the illustrations you have 
given us, do you commend your formula to thej 
Tribunal P — Yes ; I think on the whole it is a reason- 
able formula. But it is all a matter of conjecture, 
and I do not deny that other formula could be equally- 
defended. 

4051. If the matter is not to be done by formula 
it will be necessary, I suppose, to deal with each 
individual item? — Yes. Then it would be necessary 
to prepare a fresh list of items and deal with each 
one individually. 

President : I think in cross-examination it was 

suggested by someone that there, might be a classi- 
fication of the different classes of works. 

4052. Lord Advocate : What do you say about 

that, Sir Ralph? Would it be possible to group or 
classify the different classes of works according to 
what you may call the period of fructification — some 
slower and some more rapid? — Yes, I think it could 
he done. I do not know that you would get any' more 
satisfactory result, hut certainly some class of work 
you would expect to fructify more rapidly than 
others. 

4053. In the case of the London and North Eastern 
Company the total claim as an element in standard 
revenue appears to be £396,700? — Yes. 

4054. And for all the other companies it is 
£1,500,000 under this head? — Yes, that is so. 

4055. Roughly- about 3 per cent, of the total 
brought out in folio 1 for all the companies? — Yes. 

4056. If you take into account the working expenses 
it would bulk even less in the total figure, would it 
not? — As a percentage of gross receipts it is, of 
course, very much smaller. 

4057. You accordingly represent the method which 
you have pursued as giving a reasonable reflection 
of your claim under that head? — Yes; we think it 
it substantially- fair. 

Lord Advocate : There is one other small topic 

and I am done. The question has been raised with 
regard to a sum of £150,000 to which, in particular, 
the Ministry of Transport drew attention. It will 
be found in the accounts of the North Eastern 
Railway Company in the large orange volume at 
page 6. 

President : Is that the provision for electrical 

working ? 

4058. Lord Advocate : If you please. (To the 

Witness) : Under the title, “ Reserve for revenue 
charges in respect of electric equipment of lines.” 
You remember that? — Yes. 

4059. A question has been raised in regard to that 
as to whether that was 'the expenditure properly 
debited — or an item properly debited 'to expenditure 
in order to earn profit rather than an appropriation 
of profit. Do you remember that? — Yes. 

4060. Can you tell us anything about it? — The full 
charge in respect of maintenance — using “ main- 
tenance ” in the wide sense you have spoken of — 
of the line including its electrification had been 
set aside. Or rather the full charge in respect of 
the year 1913 had been already set aside. This is 
an item available for dividend which was set aside 
specially in respect of capital expenditure which 
was being incurred at that time. 

4061. Was it a charge against 1913? — No. It was 
in respect of a system of electrification which was 
being put in in 1913, hut was not then in use. 

4062. Was there any existing liablity of the North 
Eastern Company at that time represented by this 
£150,000? — No; no liability. 

4063. With regard to the £50,000 which appears 
under the same heading for “ Reserve for Pensions,” 
in that case was there any liability in 1913 to ensure 
that appropriation ? — That was a similar case. 
There was no liability in 1913. 

Cross-examined by 

4077. If I understand your answer to the Chairman, 
you were inclined to agree that there were different 



4064. Then what was the meaning of the item? — I 
was set aside in anticipation of possible further 
•demands in the matter of pensions — possible further 
call upon the directors to do something more for their 
staff than had been done. 

4.065. Would it in your view be a correct debit in 
its totality against the year 1913? — No; I think not 
at all. 

President : Some question has been asked as to when 
a work is a work. I think the General Manager 
might explain that. 

4066. Lord. Advocate : Yes; but before that there is 
another £50,000 I should perhaps refer to before leav- 
ing this subject. Suspense Account, Renewals and 
Contingencies also attracted the notice of the 
Minister. What was that ? — That was another special 
sum put to reserve in the same way. Full provision 
had "been put aside for all the liabilities in 1913. I 
take it as a contingency fund it would be an item of 
free reserves; but, at any rate, it was not specifically 
earmarked or attached to any liability of the j-ear. 

4067. Any existing liability? — Any existing liability. 

4068. Now let us consider this other point for a 
moment. I think, as far as I can see, the term 
“ work ” only appears in paragraph ( c ) of Section 8 
subsection (1). You will remember that in that paia- 
graph the expenditure lis on “ works ”? — Yes. 

4069. There has been quite a lot of cross-examina- 
tion as to what is a “ work.” What is a “ work,” Sir 
Ralph? — I do not believe it is possible to de'fine it, 
except by taking the individual cases. In most cases 
I agree there is the directors’ minute. I think 
possibly in the case of the North Eastern Railway, 
from experience of which Mr. Williams was speaking, 
that would be so. But I would not like to say that 
even in that case you would find one minute covering 
each of these individual works. I do not see how you 
can decide the question except on a particular case. 
If it is considered that this work or the other work 
entered here as a “ work ” is really two works of less 
than £25,000, the matter is susceptible of decision only 
after the particular case is examined. 

4070. Of course, a work may be looked at from its 
physical side and its legal side? — Yes. I think it is 
almost impossible to give a definition which can be 
strictly applied to every case. It is a matter of judg- 
ment in the particular cases it seems to me. 

4071. President: In the case of a large work by 
instalments, are the instalments, in your opinion, 
“ works ”? Suppose it is done in sections? — I should 
have thought not. I should have thought you would 
have to judge whether the work was one which must 
be viewed as a whole. Take the Great Central main 
line to London, which has been spoken of. I think, 
probably, the work through from Nottingham, or 
wherever it was, to London would have to be taken as 
one work, although it might have been carried forward 
by instalments. 

4072. Tjord Advocate: Suppose you undertook the 
extension of an existing line, would you treat the 
extension as a work by itself? — Yes. 

4073. Or suppose you are demolishing an existing 
bridge which is too small for the traffic, and making a 
new bridge, would that be a work? — Yes, I think so. 
If it represents a total which stands by itself as an 
element for earning revenue, it is a work. 

4074. Suppose you decide to widen a particular piece 
of line — to double the track anywhere — would that bo 
a work? — Yes. On the other hand, each separate lino 
of the doubling would probably not be a separate work. 

4075. Do you find it difficult in these circumstances 
to give a logical criterion which would differentiate 
between “ work ” and “ not work ”? — I cannot find 
any form of words one can devise which would cover 
all cases satisfactorily. 

4076. But you are quite willing to answer for any 
particular item which is entered, and to say why it 
is a “ work ” in your opinion? — Yes. 

The Solioitob^Geneual. 

classes of works to which conceivably different per- 
centage allowances ought to be made? — Yes. 
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4078. I ask you tliat question because I want to 
ascertain, if possible, a little more closely, with 
regard to what is sometimes called the rule of thumb 
method and sometimes the formula, and various 
descriptions between those, on what basis it depends. 
At page 63 on the 3rd day Mr. Quirey was asked 
about the percentage allowances at question 459 : 
“ Would you just explain to the Tribunal the 
principle upon which that percentage allowance had 
been obtained, and the way in which it works on 
this schedule? — The formula adopted was that 
capital expenditure, upon the average, earned 1| per 
cent, upon being brought into use in the year in 
which it was brought into use; and thereafter, for 
a period of 14 years there was an increase in earning 
power upon the average of ^ per cent., or say, J per 
cent, per year. 460. If I may just follow that, it 
comes to this, that you have treated it as earning 
li per cent, at once? ” I understand that Mr. 
Quirey there is speaking of all works of all kinds, 
whether it be a mineral railway or the development 
through a. suburban area or anything? — Yes, except 
he excluded works under £25,000. 

4079. Yes; but all the different types? — Yes. 

4080. I think we' could get a little nearer to his 
attitude if works be regarded under different head- 
ings of, say, “ Mineral railway extensions; ” 
“ Through residential districts,” and what not — 
different typies of works. You may even have 
separate estimates according to the class of works? — 
That would be a practical way of working out a 
formula. 

4081. Us there any serious difficulty in treating the 
matter in that way — in grouping these works which 
are here claimed, according to perhaps four or five 
— I do not know the exact number — general classes 
of that sort? — There is no serious difficulty in doing 
so, only that I think each formula would be open 
to as much doubt as the particular formula we have 
put up. 

4082. Would it quite? What the Tribunal ulti- 
mately have to ascertain is such allowance as appears 
to be reasonable for any work? — Yes. 

4083. May it not be, generally speaking, that what 
is reasonable, for example, in the case of a new 
mineral railway, may not be reasonable in the case of 
the development of a suburban district? — I quite 
agree. 

4084. If necessary, do you think you could get the 
matter a little more exact in that way by considering 
how the general average, which Mr. Quirey has given 
here as varying from 1^ to 5 per cent., would be 
effected by the class of work? — We could certainly 
classify them as suggested and work them out on 
different formulae, which would be shorter for some 
classes and longer for others. 

4085. I see Mr. Jepson takes this point on that 
page. You say, Sir : “ You might have a colliery rail- 
way, for example, which might be almost immediately 
remunerative ” ; and then Mr. Clauson says : “ There 
are all sorts of possibilities, and one has got to 
average them roughly ” ? — Yes. 

4086. But what I am suggesting to you is that 
though the average may be rough, it would be a little 
less rough if it were applied to the species of work 
rather than to all works at large of every kind? — 
Yes. 

4087. If necessary that could be considered? — I 
think something of that sort could be done. 

4088. And it would, would 'it not, make the matter 
a little' less inaccurate. I am not cross-examining, 
I am only concerned to see how far you will get 
accuracy in these things to help the Tribunal. One 
other question : with regard to the charge in the 1923 
accounts for maintenance and depreciation and 
renewals, you take the wastage of the assets during 
the year as the test — for maintenance? — Yes, I think 
that would be so. 

4089. Is that generally true of all the groups, not 
of your particular company? — The statement I made 
would apply to all the groups. 



4090. Mr. J epson : Arising out of that, was it the 
practice generally for the big companies at any rate, 
to lay down a programme? — Some of them did. 

4091. Based on the life of a locomotive or wagon; 
or based on the life of permanent way they laid out 
a programme for relaying? — Some of them did for 
renewals only, and excluding partial renewals, of 
heavy repairs, or other similar matters. It covers, 
that is to say, a part only of the Abstract. What the 
railway companies are contending is that you must 
look at the whole Abstract to get a fair picture of 
the maintenance as a whole. 

4092. There would be no difficulty, in looking at 
the picture in that light, in applying the 112J per 
cent. — assuming the 112-|- per cent, is a right figure — 
whether the money was spent in full renewals in a 
particular year, or whether a certain amount was 
spent and the remainder carried to a depreciation 
account ? — Yes . 

4093. Would it be very difficult, if it is material — 

it may be material — to have the figures for 1913 for 
renewals, maintenance and depreciation? I suppose 
that figure had been got out in some form or other 
before the 112-J per cent, was applied? — No, it has 
not been got out in connection with the 112J per 
cent. It has been simply on the basis of the 

4094. prices? of the materials used and 

labour paid for in 1913 after the necessary transfers 
to or from the depreciation fund. 

4095. President : Is it only the unspent balances 
which go to depreciation ? — Yes. It is very difficult 
to speak of the matter, because the companies all 
had different processes. The North Eastern had for 
repairs a certain formula, a certain figure which had 
to be spent for each year; if that sum were not 
spent it was charged as if it were spent and the 
difference put to the Depreciation Fund. 

4096. Mr. Jepson : It was said just now, and 

rightly to some extent, that the 1923 accounts were 
not material for the purpose of this present Inquiry ? 
—Yes. 

4097. But they may be used as an illustration. I 
was looking at it last night on this question of 
depreciation. I took the London and North Eastern 
accounts for 1923. If you look at Abstract A 
Account, I find there is a transfer — that is dealing 
with the maintenance of way — from Depreciation 
Fund and Renewals Suspense Accounts of £58,000, 
which is a credit to the Abstract A, and which has 
the effect of reducing the expenditure on main- 
tenance and renewal of way and works for 1923 by 
that amount. Therefore if we were dealing with 
1923 from the point of view of the net revenue, it 
would be increasing the net revenue for 1923 by 
that £58,000 which is credited to the Maintenance 
and Renewal of Way and Works Account for that 
year? — I am sorry, but I did not quite catch your 
question. 

4098. Would you look at page 14, Abstract A. 
You will see that at the foot of the last column there 
is a credit brought in of £58,365 7s. 3d. transferred 
from Depreciation Funds and Renewals Suspense 
Accounts ? — Yes. 

4099. That is deducted from the total expenditure 
during the year, and the effect on the net revenuo 
for that year would be to increase the net revenuo 
by £58,365? — Yes, that is so. It diminishes the sum 
spent under Abstract A from £6,784 to £6,725. 

4100. If a similar thing took place in 1924, or 
1925, or whatever year you were going to base your 
estimates on, it would have the effect of increasing 
your net revenue for that year? — Yes. 

4101. ‘On the other hand, when you come down to 
the Wagon Account there is a credit of £1,000,000 
brought in? — Yes. 

4102. £4,000,000 reduced to £3,000,000 odd?— Yes. 

4103. That would have the same effect? — Yes. 

President : Have you followed that, Sir Douglas? 

Sir Douglas PLogg : No, Sir ; it is my fault, but I 

have not got hold of the document in time on which 
Mr. Jepson asked the question. I have it now. 
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Mr. Jepson: I was only just wanting to elaborate 
that matter. 

Sir Douglas Hogg : I am obliged to yon, Sir. 

Mr. Jepson : No doubt you will develop it still 
more. 

Sir Douglas Hogg : 1 shall get it on the Notes and 
1 will read it presently. 

Mr. Jepson : On that page, in all these accounts 
there are credits or debits to the Depreciation Fund. 

Cross-examined by £ 

4104. I want, if I may, to follow up a little more 
the question Mr. Jepson put, because 1 had not got 
on to the line quickly enough before; but the matter 
about which I think these questions are addressed 
is the matter of maintenance and renewals and 
depreciation charges? — Yes. 

4105. You told us this morning that the various 
constituent companies and subsidiary companies, 
which now make up the amalgamated London and 
North Eastern, did their maintenance and renewal 
and depreciation allowances on different bases in 
1913?— Yes. 

4106. Did they all do that on the basis of calculat- 
ing an estimated life for the various things, or did 
some of them do it merely on the amount they 
happened to spend that year? — I think there were 
all sorts of formulae about it. 

4107. Some of them probably are similar to those 
which are now adopted by the amalgamated com- 
pany, and some radically different? — Yes; we have 
not yet formulated any complete system for dealing 
with the matter. 

4108. During 1922 and 1923 you have in fact 
arrived at allowances for maintenance, depreciation 
and renewals? — Yes. 

4109. And you have done that by some method? — 
Yes; mainly by reference to what the constituents 
were doing. 

4110. You mean you have followed in 1923, with 
regard to each part of the amalgamated line, the 
same formula which the old company that owned 
that line used to follow? — Yes, speaking very roughly. 

4111. That is speaking very roughly, is it not? — 

It is. 

4112. In some instances, at any rate, you have 
applied the North Eastern methods. Are there any 
companies now with regard to which you allow nothing 
for depreciation or renewal except what you hap- 
pened to spend in that year? — There are none for 
which we allow nothing. 

4113. Whereas in the old days some of the com- 
panies merely took in the amounts they actually 
spent? — Some of the companies in the - old days 
probably dealt with the expenditure as repairs as 
well as renewals. The two terms are not clearly 
distinguishable. 

4114. Merely on an expenditure basis. That basis, 
quite rightly, of course, has gone now? — Yes. 

4115. So that I was right in saying that the basis 

which prevailed in 1913 no longer prevailed in 1923. 
That necessarily involves this, does it not, that when 
you compare 1923 with 1913, you are not comparing 
like with like, because the one figure is got out on a 
different basis from the other? — There will be altera- 
tions in the bases, I have no doubt, but I think you 
will still be comparing like with like when you take 
the 

4116. If there are alterations in the bases, unless 
the alterations in the bases make no difference in 
the figures — which I do not think you would venture 
to assert, would you ? — They would make no difference 
in the total figures, in the amount. 

4117. Let us take a company which dealt purely 
on an expenditure baeiis from 1913 and which has 
noiv been put on to an estimated life basis? — Yes. 

4118. The result may be, at any rate very largely, 
to alter the allowance which will be made in respect 
of that company? — It may alter it very much, I 
agree; but the question is: Does it alter it? 

4119. That, of course, can only be ascertained by 
a careful examination of the 1913 and the 1923 



Sir Douglas Hogg : Yes. 

Mr. Jepson : And those credits and debits, of course, 
have a material effect on the net revenue for the year. 

Sir Douglas IJogg : Clearly. 

Mr. Jepson: What happened in 1913 I do not 
know. 

Sir Douglas Hogg : Wo are nut supposed to be 
allowed to investigate that. I am obliged to you, Sir. 

Sir Douglas Hogg. 

accounts respectively? — I suggest it can be obtained 
by a comparison of the total amounts in each case. 

4120. Surely not? — As has been given in the figures 
put forward by Sir William Plender. 

4121. Surely not. You are going to see whether 
or not the alteration in method has produced an 
alteration in result with regard to each company 
which forms part of what is now the amalgamated 
company. You can only do that by comparing the 
figures iii each case. Of course it might happen, 
when you compare them, that the differences each 
'vay balance that? — I submit that you are, at any 
rate, dealing with like and like. 

4122. You told me the expenditure basis was gono 
and that that might very well give, as one can 
understand, very different results from an estimated 
life basis. Are there any companies which in 1913 
adopted a more stringent basis of valuation than 
that which is now allowed in the amalgamated 
company ? — I could not tell you. 

4123. Where the companies in 1913 did adopt an 
estimated life basis, was the life in every case the 
name? I mean, does every company, for instance, 
m Inch calculated its locomotives on a certain life, 
take the estimated life in 1913 of a locomotive at the 
same number of years, or was there a variation ? — 
No, 1 think not. 

4124. Is the life which you now estimate for loco- 
motives longer or shorter than the lives which were 
estimated in 1913? — As I have already endeavoured 
to explain, we have not yet adopted any formula. 
We are carrying on at present by comparison with 
the formula of 1913. 

4125. Of course there are some which in 1.913 were 
on an expenditure basis and which are not now? — 
That basis may be adequate. 

4126. That we can only see by examining the 1913 
accounts? — Yes. 

4127. Let us take the North Eastern, because that 
is a nice big one and it is the one with which you 
are most familiar. Did the North Eastern proceed 
in 1913 on the basis of taking an estimated life 
basis? They dealt with their renewals to a large 
extent in that way. 

4128. What life did they take for the permanent- 
way; how many years?— We took for certain lines, 
not all of them, but the majority of them— those that 
were definitely renewed in sections — 24 years as the 
average life. 

4129. And with regard to the others?— We had no 
formula. That came under repairs. 

4130. You did not take an estimated life with re- 
gard to that. With regard to locomotives, what life 
did you take for them?— 37J years, I think. 

4131. Rolling-stock the same? — Rolling-stock, I 
think, was less than that. For wagons it was 25 
years . 

4132. That is goods wagons? — Yes. Coaching stock 
was 28 years — for the ordinary coaching stock. 

4133. Are all those figures used still? — Yes, so far 
as the North Eastern section of the accounts is 
concerned. 

'4134. 37|, 24, 25 and 23, and whatever other 
figure it was you gave, are the same figures now 
applied as were applied in 1913? — As far as tire North 
Eastern section’ is concerned. 

4135. Are there other parts of the railway which 
apply different lives to-day? — Yes. 

4136. Are you engaged in devising a common 
formula? — Yes; but it has not been done yet. 
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4137. You will be applying that in 1924 or 1926, 
or whatever other year it is? — Yes, we shall be de- 
vising that in connection with the Working Expenses 
Statement we shall prepare in regard to the Rates 
Revision. 

4138. The only inquiry the Tribunal will then be 
able to undertake is whether that figure is justified, 
iu the circumstances then existing? — Yes; but they 
will be able to compare the total charge in 1913, 
only it must be the total of the whole amount. 

4139. Mr. Locket'. Shall we have that total? We 
have not got it at present anywhere? — That is so. We 
were proposing to give it in connection with the 
submission of working expenses to be added to the 
net revenue. 

Mr. Locket : We have not got the total for 1913 
anywhere yet, have we? That is the basis from 
which we have to start, and we shall have to have 
that figure sooner or later. 

Sir Douglas Hogg : Will you follow this up, Sir 
Ralph? 

Mr. I.ocket : I am sorry to have interrupted you, 
Sir Douglas. 

Sir Douglas Hogg : I am obliged to you, Sir. I 
think it is even a little worse, because you, of 
course, suggested the Tribunal will be able to compare 
the 1926 figure with the 1913 figure — if we ever 
get it. I shall suggest that in law that is wrong. 
What the Tribunal will have to ascertain in 1926 is 
what the revenue is likely to be on the charges 
which it is asked to sanction, ihaving regard to the 
proper expenditure on the various items which make 
up the gross expenditure of the line. 

Witness : Yes. 

4140. You will have on one side estimated gross 
expenditure and on the other side estimated gross 
receipts ; and the difference between the two would 
be the net receipts? — Yes. 

4141 . The Tribunal, therefore, will have to be 
satisfied that the formula -which you suggest in 1924, 
or 1925, oi whatever the year is, for the depreciation 
maintenance and renewals — I am taking the whole 
together, as you desire — is a fair one to give the 
actual amount which properly ought to be expended 
in that year on those items? — Yes. 

4142. Having got that figure, if you satisfy the 
Tribunal that the amount you are charging 
for depreciation renewals and maintenance is a 
proper one, the Tribunal will !be bound, of course, 
to allow it? — Yes. 

4143. It would not the less be. bound to allow it 'if 
someone proved you were making a different allow- 
ance from that which you made in 1913, because it 
might be that the 1913 figure was inadequate? — Yes. 

4144. The standard revenue, which is based on the 
1913 figures, is to be ascertained and fixed once and 
for all? — At some stage. 

4145. And, once fixed, is a, permanent figure? — Yes. 

4146. Having got that figure fixed, the fact that in 
1925 you are taking quite a different basis for depre- 
ciation and maintenance from that which you adopted 
in 1919 would be wholly irrelevant, so long as the 
figure you took in 1925 was a proper one to use? — 
If at that stage the standard revenue is fixed, the 
answer is “ Yes.” But it need not be fixed at that 
stage. 

4147. Just follow. Therefore it follows that in 
order to ascertain the standard revenue — that is to 
say, to ascertain the 1913 revenue — the Tribunal 
must, before it fixes that standard revenue, be satis- 
fied that the amounts charged on these items in 1913 
were proper; because once it has fixed them it 
cannot alter them, even though it turns out after- 
wards, on the evidence given as to the 1925 figures, 
that the figures were quite inadequate? — I agree. 
But I suggest this course is open : we shall have to’ 
argue and justify to the Tribunal the charges we 
propose to make in respect of maintenance as a 
whole. If we satisfy the Tribunal that the charges 
which they have approved are not heavier than those 
in 1913, when allowance is made for ilicreased costs 



and for variation of assets, then no question need 
arise as regards the 1913 accounts. If we do not so 
satisfy them and the Standard Revenue has not at 
that stage been fixed, they can then investigate the 
matter. 

4148. Does that mean this, that the Tribunal is to 
wait until it gets your estimate for 1925 before it 
proceeds to try and fix the Standard Revenue? — 
Finally, yes. 

4149. So that all this preliminary investigation is 
to be gone over again? — No; I think you can dispose 
of those stages completely at the present time. 

4150. I want to follow what it is you are suggest- 
ing. I do not think that any of us want to be 
unreasonable about this. What 1 am suggesting to 
you is that inasmuch as the Standard Revenue, onco 
fixed, is unalterable, it is essential that before it is 
fixed the Tribunal should be satisfied that the 
expenditure items in 1913 are proper ones? — I agree. 

4151. That, of course, it can only do if the parties 
appearing before it are at liberty to investigate and 
to go into those 1913 accounts? — Yes. 

4152. Therefore it follows, does it not, that in order 
to fix the Standard Revenue it is essential that the 
traders should be at liberty to investigate the 1913 
accounts to satisfy the Tribunal, if they can, as to 
the correctness or incorrectness of the figures therein 
contained? — I do uot think, as far as we are con- 
cerned, we have disputed that. But we suggest that 
the simplest way for the Tribunal to deal with it is 
to leave that question until they come to deal with 
working expenses. 

4153. I only want to follow what the suggestion is. 
The suggestion is not that the 1913 figures are to be 
treated as conclusive, but merely that the investiga- 
tion of the figures is to take place at the same time 
as the investigation of the 1925 figures? — Not quite 
that. We regard the 1925 figures as the best evidence 
we can submit. They may be subject to challenge, 
but we shall submit later, we anticipate, that the 
proposed charges for maintenance in the year 1925, 
or the year after, whatever it may be that is taken 
as the basis, are not on a. heavier basis that 1913. 
If we fail to prove that point, we suggest that is the 
convenient moment for raising the question whether 
1913 need be examined. 

4154. The moment when you seek to prove the 
point is when you or some other Witness gives 
evidence in the witness-box. No Counsel could 
possibly challenge the correctness of your assertion, 
unless there had been first an investigation of your 
accounts by the skilled assistance Counsel lias, in 
order to see whether your evidence is borne out by 
the figures. That is obvious ? — I suggest we shall have 
to prove on general principles that our charge for 
maintenance for the ideal year is a fair and reason- 
able charge. It is then a matter of comparatively 
simple arithmetic to see whether that charge is 
heavier or not than the charge made in 1913. 

4155. It is a matter of arithmetic to see whether, 
if you take certain arbitrary percentages, you get at 
the same result, or certain percentages which you 
say can be worked out, in order to see whether the 
amount in 1913 is right or wrong; you have got to 
be at liberty, at any rate, to see wliat amounts were 
spent and how they were arrived at. Let me give you 
an instance. Supposing in 1913 one of the companies 
took as the life of its locomotives 50 years, and that 
in 1925 you took as the life 25 years. Unless someone 
had been through the accounts of that company and 
found the 50 years, it would be impossible, of course, 
to test whether or not the depreciation in 1913 had 
been worked out on a 25 or a 50-year basis? — But 
if at some time the life of wagons (we will say) had 
been increased from 25 to 40 shears, you might get 
the two completely balancing one another. 

4156. It is conceivable that a formula you arrived 
at in 1925 was a compromise between extreme views 
either way; it is equally conceivable that it might 
he more up to the most stringent standard? — That 
can be proved by this comparatively simple arith- 
metical calculation on the basis of the totah 
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4157. Indeed it cannot. If you assume arbitrarily 
that 112J, or any other percentage, is going to be 
taken as the absolute percentage, no doubt; and you 
say whatever comes within the 112J per cent, is right, 
no doubt. But if you are going to see as a fact 
whether or not the 112J is right, one way of doing 
it would be to see whether or not it brings out a 
ridiculous result P — The 112J is quite a different ques- 
tion. That can be examined in detail and split up 
into a variety of percentages. The inquiry would 
be of a very different character from the inquiry into 
the amount charged for maintenance. 

4158. All I am putting to you at present is this, 
that if you are going to get the Tribunal to fix the 
1913 figures, you must give to the traders and other 
users of the railway an opportunity of investigating 
those figures in order to see whether they are right. 
If you do not, then they have not got a chance of 
correcting what may be a most vital element against 
them in the calculation which the Tribunal has to 
make? — It is for the Tribunal to say whether they 
wish that to be done or not. 

Sir Douglas Hogg : Yes; that is so. 

4159. Mr. Jepson : Do you suggest that, after we 
have fixed a figure as the result of this present stage, 
if it is found ultimately, when you put up estimates 
of expenditure before the Tribunal, including re- 
newals and depreciation and maintenance, that it is 
then on a higher scale than in 1913 — do you suggest 
we can adjust 1913 either to cause a bigger deduction 
to be made from the gross revenue of that year so as 
to bring a lower net revenue, or do you suggest that 
an adjustment should be made for the year 1924 or 
1925 so as to bring it down to the same basis, or the 
same standard, of 1913? — I suggest that you could 
adjust the 1913 figures, or you could examine them, 
to see whether adjustment is required. 

4160. Do you think you could, under the Act? — 
We have adjusted them ourselves in some detail. 

4161. I know you have. But of course there is 
good reason for that. You have attempted, at least, 
to give good reasons. One follows that. But this 
is in rather ‘a different category, is it not? — All we 
are claiming is that the 1913 accounts .are the best 
evidence of the aggregate net revenues in 1913. 

4162. Supposing you deduct from the 1913 accounts 
something which never occurred in 1913, but is simply 
an adjustment for something which occurs in 1924 
or 1925. Do you say, in taking that amount off the 
1913 accounts, you are dealing with 1913 net revenue? 
— Yes, I think you would be saying the real net 
revenue is not so high as it appears in the accounts. 

Mr. J epson : I only wanted your view on that ■ 
it may be very material. 

4163. Sir Douglas Hogg : You see, Sir Ralph, in 
this particular Inquiry the railway companies, 
who do know how the 1913 accounts are made 
up, are able to bring some evidence before the 
Tribunal that items in favour of the companies ought 
to be added to the net revenue — the 4 per cent., the 
£20,000, and so on. I am not discussing the merits 
of it at th© moment. It is at least possible, is it 
not, that if the users of the railways had an 
opportunity, they would be able to produce to the 
Tribunal instances of which they are at present 
entirely ignorant — because they have not had an 
opportunity — of adjustments against the railway 
companies? — But they have had an opportunity, I 
hope. 

4164. When have they had an opportunity of in- 
vestigating the 1913 accounts? — They have had an 
opportunity of going through all our books for 1913, 
at any rate. 

4165. Do you mean that the depreciation and 

maintenance and renewal charges for 1913 ? — They 

have had the whole of the books before them. 

4166. Have they been investigated? — I do not 
know about that. They have been at liberty to 
investigate them. 

4167. Has the material been before them from 
which they could ascertain how the calculations have 
been made for renewal allowances, and so on? I am 



told by Mr. Cash, who is the gentleman who has 
had to look at the books, that none of the books 
which show how the 1913 figures were arrived at 
have been gone into at all. 

Lord Advocate : That is Mr. Cash’s fault. 

Witness: I think they had full facilities for it. 

4168. Sir Douglas Hogg : I understood only about 

a quarter of an hour ago that the Lord Advocate’s 
thesis, or proposition, to the Tribunal was that the 
1913 accounts were to be treated as conclusive, and 
not gone into? — I think it is a fit subject 

4169. I may have misunderstood it. But we arc 
now agreed that there is nothing whatever to prevent 
us investigating the correctness of these charges in 
1913, are we not? — We submit them as the best 
evidence. If there are definite criticisms, of course 
we will consider them. 

President : But it is quite clear, is it, Sir Douglas, 
that your clients are to have full investigation of all 
the books of the companies necessary to establish the 
accuracy or the inaccuracy of the 1913 figures? 

Sir Douglas Hogg : I understand that is what Sir 
Ralph now offers. 

Lord Advocate : Not only so, but they have had 
it for the last 15 months. 

Sir Douglas Hogg : Do not let us have a con- 
troversy about it; but I am told you are wrong about 
that, and they have not seen any books. 

Lord Advocate : One question is whether you have 
seen them, and another question is whether they have 
been at your disposal. I do not think Mr. Cash will 
say the books have not been placed at your disposal. 

4170. Sir Douglas Hogg : It is impossible to answer 
that Yes or No, because the problem has not been 
at present discussed by the railway companies. I do 
not say that access has been refused, because I think 
the matter was left until the Tribunal decided. What 
I understood was the contention of the railway com- 
panies, and what I think the Tribunal also understood 
was their contention, was that the 1913 accounts 
were to be accepted as correct. On page 11 of the 
shorthand notes the Lord Advocate said : “ We there- 
fore put it as a cardinal point of our case that the 
sources from which the figures are to be taken, and 
taken without question, are the irublished accounts 
of the railway companies.” That is what I under- 
stood was the cardinal point. If I gather that it is 
now abandoned, I am content, and at any rate we 
have now got rid of that part of it. (To the witness.) 
When you make your calculations for renewals, you 
have told me that the basis of life in the case of the 
North Eastern is unchanged; is it equally unchanged 
in the case of the other companies which had a basis? 
— I think I had better leave that to the expert 
accountant. It is a question of accountancy. 

4171. You do not know? — II understand it is not 
unchanged; that we are going on the basis of 1913. 

4172. When you are working on an estimated life 
basis, are you calculating the allowance on the 
original constructional cost, or on the replacement 
values? — Replacement values. I am speaking of the 
North Eastern. 

4173. The replacement value, of course, is very 
much higher now than it was in 1913? — Certainly. 

4174. So that applying th© same estimated life to 
the same locomotive, you get a very much higher 
allowance for replacement? — Yes. That is precisely 
why so much importance attaches- to these 
percentages. It is to allow for that. 

4175. It becomes a very important point. So that 
the method which Sir William Plender (I think it 
was) indicated with regard to steamships — that you 
would ignore entirely the question of the difference 
in cost and difference in value of the particular boat, 
and merely take the constructional cost and write off 
a percentage each year — is not applied in the case 
of your allowance for rolling stock? — No; steamships 
are dealt with on a different basis from rolling stock. 

4176. And the effect of that different basis is that 
you get a very much larger charge against 1923 or 
1924 (whatever the year is) for the same locomotive 
from that which you had in 1913? — Of course. The 



MINUTES OF EVIDENCE. 



209 



20 June, 1924.] Sir Ralph Lewis Wedgwood, C.B., O.M.G. 20 June, 1924.] 



only alternative to that would be to charge so much 
more to capital. 

4177. The alternative would be to charge more to 
capital when you came to buy a new locomotive? — 
Yes; or to construct a new locomotive. 

4178. That is what you do in the case of steam- 
ships. You do charge them to capital? — I believe 
so; but in different companies the practice differs. 

4179. As far as your company is concerned? — 
What we do is to set aside depreciation on first cost. 

4180. So that whichever is right, you are wrong 
as to both of them? — 'No. Different practices may he 
desirable in the two cases. 

4181. Can you suggest any reason why it is right 
in the case of a steamship to add the extra cost to 
capital? — Yes, speaking off-hand, because you are 
renewing your engines so many hundreds a year, 
whereas, your steamship may not be renewed for 
20 years and you do not know what the price will be. 

4182. Do you not renew your locomotives in 
33 years? — We renew a good many every year; we 
have so many of them. 

4183. Each particular locomotive lasts rather longer 
than a steamship, does it not? — That is the differ- 
ence. There are so many locomotives renewed each 
year that you can calculate the cost. I give that as 
one suggestion; there may be others. 

4184. I do not want to argue about it; I only want 
to ascertain the facts. I come next to the 112$ per 
cent. You told us this morning that you had made 
detailed comparisons of the costs of materials and 
labour, and also, I think, in connection with the 
Great Northern and the North Eastern Railways? — 
So far as the London and North Eastern is concerned, 
it was those two companies only. 

4185. That is the one I am dealing with. Of 
course for those detailed comparisons the figures are 
no doubt available, are they not? — Yes. 

4186. Because, you see, it would be impossible to 
check your result until the figures had been examined 
by someone who understands figures? — Yes. 

4187. And you know that at present none of these 
detailed comparisons have been investigated on 
behalf of the users of the railways? — No. I was doing 
what I could to substantiate the figure given by Sir 
William Plender as given to him by the railway 
companies. 

4188. When did you compare these figures ? — They 
are being compared at various times, because they 
are being used in other connections. 

4189. You have had them at your disposal for some 
time? — Some have been; and some have been worked 
out. 

4190. At any rate they can be put at the disposal 
of those advising me, in order that we may have an 
opportunity of seeing whether we agree with them 
or have any criticism to make? — The details can bo 
examined. 

Sir Douglas Hogge : So that I cannot usefully 
cross-examine about the figures until the investiga- 
tion has taken place. 

4191. Mr. Jepson : Does that mean you will put in 
a table tc show how the 112$ per cent, has been built 
up ? — Yes ; and if further detail is wanted the 
accountants could give evidence. 

4192. Sir Douglas Hogg : Could you give a table ? 
— 1 could give details as to how the 1124 per cent, 
has been built up. 

Sir Douglas Hogg : You might do that. We are 
always grateful for what we receive for the time 
being. 

Mr. Docket : This 112$ will be a material figure 
when we come to deal with the next stage. 

Sir Douglas Hogg : Yes, no doubt it will be more 
important at the next stage than it is now. But I 
certainly wanted to safeguard myself against either 

accepting it or effectively challenging it- 

Mr. Locket : What was passing through my mind 
was that there would be an opportunity of investigat- 
ing it. 

Sir Douglas Hogg : Yes. 

Witness : The 112$ per cent, relates to 1923, It 
has no relation to the ideal year. 



4193. We hope it will be lower in 1925. — We all 
hope that. 

4194. Is your table a long one? — No; a short one. 

4195. Then perhaps we might get it on the Notes. 
(Table produced. See Appendix.) “Abstract A”; 
That is the Abstract A in the railway accounts? — 
Yes. 

4196. Wihat is the first figure? — 112- 242. It gives 
for each of the abstracts a percentage appropriate 
to each of the railway companies. 

4197. An increase of what? — Of wages and 
materials. 

4198. Am I right in saying that according to this 
the right figure is 102- 305 ? — That is the figure for 
the Great Northern and the North Eastern. This is 
based oh Great Northern and North Eastern figures. 

4199. You have told us the different companies 
differ in their practice as to the materials used, and 
so on, so that the percentage of one might not 
necessarily be true of another? — It will not be true. 

4200. As far as the North Eastern figures are 
available, it comes out to 102-3 per cent.? — Yes; the 
increase in wages has varied in the different com- 
panies very materially. 

4201. I want to understand what the two per- 
centages are. Let us take the first figure, 112-242. 
Tell us what you did to arrive at that figure? — 
That is a percentage arrived at after consideration 
of wages and materials. In the case of materials 
we took a large proportion of the materials used 
and obtained the -price of that, by which I mean 
the issued price, the price Which appeared in our 
accounts in 1913 and 1923. Those cases gave a 
certain percentage increase for each class of material. 
AVe took wages and we compared on certain specimen 
weeks the rate per hour of the labour coming in 
each Abstract in 1913 and in 1923. That iagain 
gave a percentage figure. We took that percentage 
as applicable to the unexamined items as well, and 
the percentages give us 112-2. 

4202. I suppose you weighted the two? — Yes, they 
were taken in proportion to the amount. 

4203. Then you got a figure of 112? — Yes. 

4204. You say you took with regard to materials 
the prices at which they were issued. Does that 
mean the prices the North Eastern paid when they 
bought the goods? — No. The issue price is the 
average of the prices at which the goods in stock 
were bought. On a falling market, therefore, the 
issue price is above the market price; on a rising 
market, the other way. It is the same in the accounts 
in both years; -and we have naturally taken the 
same basis for our percentage. 

4205. The figures which result in these percentages 
are available for our inspection, and will no doubt 
be examined by Mr. Cash? — They are very intricate 
figures. 

4206. Can you tell me, taking the first one as an 
illustration — 11 2-212 — what were the wages and 
materials percentages respectively? I do not want to 
go into too much detail about this, because it is 
going to be investigated. Perhaps you will give it 
to us after the adjournment if you cannot find it 
now? I will have the figures checked before I venture 
to embark upon that intricate adventure of examin- 
ing them. That enables me to pass from that part 
of your claim to the next part of your claim with 
regard to the unfructified capital, with regard to 
which you have given evidence. Perhaps I ought, 
however, to ask you this first. I want to refer to 
something about which you gave evidence yesterday. 

I told the Tribunal then that you were going to put 
in a claim for economies under the proviso? — Yes. 

4207. But that you desired not to do that at this 
stage ? — Yes. 

4208. Of course, in regard to economies, when you 
put in that claim it will be encumbent upon the rail- 
way companies to show that they have reduced the 
working costs as compared with what they were before 
the amalgamation. That is what the economy would 
consist of ?— That is one of the controversial questions 
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upon which we 3hall have to embark when we come 
to that stage. 

4209. That will be one of them? — Yes. 

Sir Douglas Hogg : Whereas when you were trying 
to establish your percentage figure you went on to 
say that the working costs have gone up abnormally 
in 1923, or 1924, or 192-3, as compared with 1913. 
You want to make the increase as big as you can. 

4210. Mr. -Jepson: That is on a given quantity of 
materials used and a given number of hours 
employed? 

TFitness: Yes. It is not the volume of work at 
all, it is simply on the price of materials and 

4211. Sir Douglas Hogg : Does it occur to you that 
it might be a little embarrassing to the railway com- 
panies if they were trying to establish those two pro- 
positions simultaneously?— I do not think they are 
self -contradictory. 

4212. At any rate, this has got to be established 
at some time; and I gather your suggestion is that 
the 1913 figure shall not be finally ascertained until 
after all these materials have been submitted to the 
Tribunal? — Until we get to the working expenses 
stage, I suggest. 

4213. One other point I submit for your considera- 
tion and also for the- consideration of my learned 
friends. You appreciate, do you not, that one pur- 
pose, as I understand it, of this Inquiry being broken 
into these stages is that we may obtain a decision 
upon points of principle which, if necessary, either 
party can get determined in nil appellate Court 
before the detailed application of those principles to 
the actual figures is worked out? — Yes. 

4214. That will be a very laborious task, and we 
want to get a final decision first as to the principles 
on which we are to proceed, in the interests of every- 
one, and to save time, and so on. If, as you say, 
under your economy claim, difficult and controversial 
points of principle are likely to emerge, does it not 
strike- you that it may cause a very considerable delay 
if we do not embark upon their consideration until 
such later stage of the Inquiry; ‘because it may mean 
another adjournment to the Court of Appeal? — I 
think it will arise in connection with the working 
expenses stage. 

Sir Douglas Hogg : I throw this out more as a 
suggestion for your Counsel than for yourself. If 
you are anxious to get the rates established at a 
comparatively early date, it might be convenient to 
get all the points which are likely to require elucida- 
tion — elsewhere possibly — formulated as soon as 
possible, rather than have them in two or three 
different bites. 

Lord Advocate : I am afraid there would be difficult 
questions of law in the later stages, also. 

Sir Douglas Hogg : Then the field is more 

promising than I thought ! 

Lord Advocate : If I may say so respectfully, I 
think one could get agreement on the principles. I 
have sufficient confidence in your accountants and in 
ours to say that many important figures could be 
cleared up between them. That is the kind of pro- 
gress we would like to make. 

Solicitor-General : That is the view of the Ministry. 
We are all agreed about that. 

Sir Douglas Hogg : I have been pressed very much 
with the feeling that, if we go on piecemeal, this 
Inquiry may become almost interminable; because 
there may arise on each problem points of law, each 
time necessitating a comparatively lengthy adjourn- 
ment; we shall all forget all about it and then return 
here to find that there is another one. I think it 
would be a very good thing, if it could be done, that 
we should get our points of principle formulated in 
as few stages as possible so that we might as soon as 
possible know the lines upon which we are to work ; 
and then I agree with the Lord Advocate that, having 
regard to the nature of the skilled advice we both 
have, the probability is that a great deal of the de- 
tail work may be got rid of and progress made outside 
the Tribunal, even more quickly, if I may say so, 
than before the Tribunal. 



President : As soon as you both tell us what you 
wish us to do, we will do it as quickly as we can. 

Sir Douglas Hogg : No one could make a more 
generous promise than that. I only mention it to 
you because the Lord Advocate raised it in his 
examination of this witness. 

President: I am obliged to you. 

4215. Sir Douglas Hogg (To the Witness) : I come 
now to the other point about which you were giving 
evidence, and that is the question of the unfructified 
expenditure in your Schedule E — Section 58 (1) (c). 
The amount, as you truly observed, is not so largo 
as the amount of controversy which it entails, I am 
afraid. First of all, you gave us a definition. You 
said you regarded capital expenditure as anything 
which placed the railway in a position to earn, 
actually or potentially, more revenue than you gave 
there — I am not reproducing the ipsissima verba; 
then you regarded the phrase as excluding works 
which were mere reproductions of existing works or 
which were outside the railway company’s business, 
or not increasing its value. That, of course, is very 
sound in principle; but let us apply it. What have 
you excluded as not enhancing the railway companies ? 
What works over £2-5,000 — take the North Eastern — 
within the formula period, have you excluded? — I 
thought I explained in giving evidence, that none of 
the works we considered came under that head; be- 
cause either they would not be treated as capital or 
the directors would not have sanctioned them. 

4216. If the directors sanctioned them, it was only 
because it would increase the railway’s value; and 
since everything that was done was sanctioned by 
the railways it follows that everything must come 
within the forniulfe? — Yes, that would be sanctioned 
with the intention of increasing the potential value 
of the railivay. 

4217. Therefore the formula could be taken that 
you take everything as enhancing the value?- — -Except 
ono or two things which fructified at once, such as 
rolling stock. 

4218. That simplifies the investigation. Now, you 
told us that you have taken a formula which in fact 
is wholly arbitrary? — It was arrived at as the result 
of the best consideration we could give to it. 

4219. In fact it does not represent, with regard to 
any given work, the actual amount of increase which 
took place? — No; haring arrived at the best formula 
we could, we applied it throughout. 

4220. You gave us a series of illustrations which, 
I suppose, were the best you could pick? — I gave 
all that I could come across. 

4221. I think in none of those which you gave from 
your own railways did the formula accord with the 
actual experience which you gave. The only one you 
mentioned which came pretty near was one period, 
one you had to go for to the Great Western? — That 
might very well arise. 

4222. So that in fact the formula does not repre- 
sent the actual facts with regard to any case which 
you have been able to investigate in yoiu' group of 
railways ? — Yery possibly. 

4223. You cited a passage from the report of the 
previous Tribunal in which they say: “Though no 
one was able to suggest to us a formula for giving a 
fair return for such expenditure ” — that is, the 
unfructified expenditure — “ and we can only advise 
that the New Tribunal should be directed to consider 
the circumstances and make such allowance as to it 
seems right. We recognise that this may render 
necessary a difficult and complicated enquiry, but ive 
see no way of avoiding it without doing injustice.’’ 
Now you are asking the Tribunal, notwithstanding 
that advice, that it is not to investigate the circum- 
stances of any of the cases, 'but is to adopt a formula? 
I think they refer to a formula. 

President: It goes on: “We think, however, that 
the Tribunal should not be called upon to make a 
detailed and meticulous inquiry into every trifling 
expenditure, but should consider itself justified in 
acting upon broad lines and be satisfied with doing 
substantial justice in a matter where a few thousand 
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pounds will not make any appreciable difference 
either in the rates to be paid or in the dividends 
which will be declared.” 

4224. Sir Douglas Hogg : That last paragraph has 
been adopted by Parliament because they have cut 
out all the under £25,000' items, no doubt in answer 
to that suggestion. (To the Witness ) : But obviously 
what the previous Tribunal thought was that it was 
impossible to apply a formula without doing in- 
justice, and that a case must be made out? — My 
impression is that they were unable to suggest a 
formula. 

4225. No one else has been able to. And that they 
saw no way of avoiding the investigation of the 
actual facts without doing injustice. That is to 
isay, the application of any formula would be un- 
just? — But they indicated that a formula, if one 
could be provided, would be helpful. 

4226. Of course; if you can find a formula. On 
that advice Parliament enacted what we have got 
in 58 (1) (e). It did not provide a formula, but 
directed that the railway companies should prove 
any claim they sought to make? — The Report 
suggests a formula. They would have been glad 
to find a formula, if one could have been devised. 

4227. No doubt. They had the best evidence the 
railway companies could give before the Report was 
made? — The Act does not provide that a formula 
should not be applied. 

4228. If it were accurate in every case, of course? 
— It would be hardly a formula then, I suppose. 

4229. Having ascertained that it is arbitrary, and 
that in every case in your group the railways to which 
it has applied it does not accord with the facts, let us 
just see what the claims are. I would like to start 
off with the first. Take page 23. I am referring to 
“ R.T. 2a.” The first one is Alexander Dock Exten- 
sion, which was brought into use in December, 1899. 
Can you give me any figures at all as to what return 
the Alexander Dock Extension has given since 1899? 
— No, I . am afraid I have no figures. 

4230. Or how the traffic has increased from year 
to year? — No. 

4231. Has it increased every year? — Yes, it has 
increased. 

4232. Is it still increasing? — Yes. 

4233. In volume? — In these present uncertain times 
its last movement is down. 

4234. It stopped increasing and went back again ; 
I am sorry to hear that. Have you any figures at all 
which will help us to see how soon that expenditure 
fructified? — I do not see how any figures could throw 
a light on that. 

4235. At any rate you can produce none? — They 
could only give the total dock receipts. 

4236. The Alexander Dock Extension would be what 
— an extension of an existing dock at Hull? — Yes. 

4237. That dock, I suppose, was overcrowded when 
you embarked on the extension? — No. There was an 
anticipation that the coal shipment at Hull would 
increase. There were new coal pits being sunk, and 
the Hull and Barnsley prepared in advance to deal 
with the traffic. 

4238. Did it increase? — Yes, it has increased. 

4239. How soon did it increase after 1899? — I am 
afraid I cannot tell you. 

4240. You cannot produce any figures to show that 
there ought to be any percentage allowance in 
respect of the Alexander Dock extension? — No, that 
is the difficulty I alluded to. It is very difficult to 
take an individual case; you can only deal with it 
on broad lines, as we suggest — or I prefer to say ‘it 
is more satisfactory to deal with it on broad lines. 

4241. Is the Alexander Dock a North Eastern dock? 
— It is a Hull and Barnsley dock. 

4242. Had the North Eastern got some docks them- 
selves in those days? — Yes. 

4243. Was there competition between those two 
railways ? — Yes. 

4244. Have they since become amalgamated? — Yes. 

4245. So that possibly some of the expenditure 
might be in order more effectively to compete with 



the other railways? — No; all the accommodation at 
Hull is badly needed at the present time. 

4246. It is already overcrowded? — It is well filled, 
at the present time. 

4247. I am speaking of 1899, when this expenditure 
was embarked upon. Was it embarked upon because 
all the accommodation was badly needed, or to anti- 
cipate some traffic which had not then materialised? 
— It was embarked upon to deal with the increase in 
coal shipment traffic. 

4248. Which had already taken place? — It was ex- 
penditure of the kind which would have been, 
incurred had there been no competition. 

4249. Mr. Jepson: Was not one of the reasons of 
this extension at Hull to deal with a new coalfield in 
Yorkshire? — Yes, the South Yorkshire coalfield was 
extending very rapidly, and in the direction of Hull. 

4250. Sir Douglas Hogg : There was a risk that 
some of the traffic might go to Immingham, if they 
did not find sufficient accommodation at Hull? — Not 
at that period. 

4251. When was Immingham built? — Thirteen years 
later. 

4252. Let us look at the next item — Hull and South 
Yorkshire Line (Wath Branch). That was brought 
into use in December, 1902. Have you any figures 
as to the traffic of that railway? — No. 

4253. Was that a North Eastern or a Hull and 
Barnsley railway? — Hull and Barnsley. 

4254. Is there no figure to show whether or not 
that extension became quickly remunerative? — No; 
it would just go into the general receipts of the Hull 

. and Barnsley Line. 

4256. You have no evidence to submit to the 
Tribunal that that railway had fructified (to use your 
own expression) before 1913’? — No. We submit it in 
accordance with the formula. 

4256. It is merely in because it falls within the 
formula. For aught you know, it may have been 
fully remunerative before 1913? — Possibly. 

4257. Now the next one : Neville Hill to Cross 
Gates Widening. Is that Hull and Barnsley? — No, 
that is North Eastern. 

4258. Have you any figures with regard to that? 
The extra trains, for instance, that ran before and 
after the widening ? — We submit it in accordance with 
the formula. It was intended to serve a suburban 
district in the neighbourhood of Leeds. 

4259. With regard to some of these railways on 
this page, you produce figures as to trains in 1897 
and certain other years? — Yes. 

4260. Are there no similar figures with regard to 
Neville Hill to Cross Gates widening? — ‘We. dealt with 
that on the formula arrived at on general considera- 
tions and then applied it to these cases. 

4261. Do the figures exist with regard to the 
Neville Hill to Cross Gates, as much as they do with 
regard to Low Pell and Ouston Junction ? — No, I do 
not think they do. They are taken' out a-s special 
returns at special times. 

4262. As far as you know, the fructification may 
have taken place before 1913? — Yes, or it may not 
have fructified yet; I do not know. 

4263. There are a whole lot of widenings here, are 
there not? — Yes. 

4264. The only one about which evidence was given 
was Low Fell and Ouston Junction? — Yes, I think 
so. 

4265. I think the Burton Salmon to Milford 
Junction Widening was also mentioned. That is 
about the same expenditure and the same period, 
and the figures given were train figures. I suppose 
those were the only ones you had? — Yes. 

4266. You told us in 1897 there were 223 trains and 
in 1907 there were 253 trains? — Yes. 

4267. Were those the only two years you had? 
Were they only taken once in 10 years? — Normally 
we do not take those returns at all. 

4268. You got them out specially for this Inquiry? 
— No, not for this Inquiry, We could not take them 
out for this Inquiry, 
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4269. These were the only two years of which you 
had records and were able to give? — Yes. Those 
records are taken in certain cases for certain reasons. 

4270. So that the only two figures you have got 
there are that in 1897 there were 223 trains, and that 
in 1907 there were 253 trains? — Yes. 

4271. Was that a line connected with other lines 
which assisted the rest of your railway, or was it 
merely local traffic? — A t 6 you speaking of Ouston 
Junction? 

4272. I am speaking of the Burton Salmon to Mil- 
ford Junction. — They both form links of through 
routes. 

4273. You cannot tell us whether in 1913 it had 
got more or less important than in 1907? — No. 

Mr. Jepson ; I think he did say that in 1913 the 
figure was still about 253. I have a note to that 
effect. 

4274. Sir Douglas Hogg: I have a note that it 
remained about there in 1913. (To the Witness) : 
Then whatever fructification was taking place after 
1904, it seems to have taken place by 1907, and there 
was not much increase between then and 1913? — 
So far as these censuses reveal there was no increase 
between those years. 

4275. Low Fell and Ouston Junction is the only 
other one with regard to which you have given the 
figures. Have you given the only figures you had? 
— Those are the only figures I had. 

4276. The opening of the widening took place in 
1904. In fact all these happened in 1904, appar- 
ently ? — Yes. 

4277. So that one cannot really tell what the in- 
crease due to the widening was, or when it 
happened? — No. 

4278. It may have happened in 1905, or it may 
not have happened until 1913? — It may have hap- 
pened in any of the intermediate years. They are 
merely given as illustrating the slow development 
before you get to the full user of the widened lines. 

4279. It did not seem to me that it showed any- 
thing, except that before the widening in 1900 there 
w-ere 176 trains, that is to say, 26 more than in 1897. 
That is, in four years they had gone up by about 
seven trains a year? — No; this is per day. 

(Ajter a short a * 

4293. You were going to give me a figure, I think? 
— What figure was that? Was that in connection 
with the 112*5 per cent.? 

4294. Labour and materials? — That is, for the 
London and North Eastern Railway? 

4295. That is right. — Taking the Abstract A, wages 
are 140-7 ; materials 68-4. Of course, the figures for 
all the railway companies vary, for the reasons that 
1 mentioned. 

4296. Mr. -Jepson : How do you get a common 

figure of 112-242 out of wages and materials? How 
do you merge them for the purpose of getting a 
common average? — It is by weighting the amount 
expended on wages and materials; they cover a very 
large percentage of the account. The balance of 
stores and superintendence is dealt with on receipts. 

4297. Sir Douglas Hogg : I am not pursuing those 
details until we have the figures shown to us? — The 
accountants could go into the detail of the calcula- 
tions. 

4298. Yes. I do not also think it necessary, unless 
the Tribunal desires it, to go through all the instances 
which you gave about these railways, but there are 
just one or two points which occur to me upon them. 
Let us take one of the earliest ones you mentioned, 
the Woodford to Ilford line ; you took that as an 
instance of an extraordinarily slow development. Did 
I rightly get down .that, in fact, the percentage, so 
far from increasing, fell between 1910 and 1913? — 
Yes; 1910, I think, I gave as the highest figure. 

4299. 1-34?— Yes. 



4280. Yes, seven trains per day. The annual in- 
crease was on an average about seven trains per 
day ? — Yes. 

4281. Between 1900 and 1913 it had gone up 50; 
that is to say in the 13 years the increase had been 
rather slower than during the antecedent period? — 
Yes. 

4282. Seven trains per day in the first four years 
increase ; and four trains per day including .the 
period after the widening? — The widening ha© no 
relation to the increased number of trains; it is 
made because there may be an increase. 

4283. The only reason for putting in the Low Fell 
and Ouston Junction widening with a claim of 1J per 
cent, is because it falls within the formula? — Yes. 

4284. Let us pass on from those now to something 
of a different type. I see there is a warehouse? — 
Yes. 

4285. “ Newcastle New Bridge Street, Warehouse, 
December, 1906.” Have you any figures at all to 
show to what extent that warehouse was used before 
and after? — Yes, I have some figures about that. 

4286. They would help us, I think? — The cost was 
£258,000. In 1906 the old warehouse dealt with 
180,000 tons of traffic of all kinds; in 1913 the new 
warehouse was dealing with 221,000 tons. 

4287. Could you give us 1907? — I am afraid I have 
not got that. I have only the figures for 1906 and 
1913. But 1913 will show you the rate of growth. 

4288. That is what I wanted to see. What was the 
capacity of the new warehouse? — 634 wagons as 
against 422. 

4289. Was the warehouse opened because there was 
a congestion of goods awaiting warehouses? — The old 
warehouse was getting too small for the traffic. 

4290. It may be that when you opened the new 
one, within a year or two the traffic would flow into 
that to the full extent? — In the rather prosperous 
year of 1913 it had only risen to the extent of 20 
per cent. 

4291. That is why I was asking for the intervening 
years, to see what the rate of growth was?— I think 
you can take it that it would be smaller than the 
1913 figure, which was on generally a high "level. 

4292. Would they be consistently growing, or up 
and down? — They would be fairly consistently 
growing. 

Ijo'urnment.) 

4300. So that apparently as far as that line is 
concerned, the result of going on was that the return 
got lower instead of getting higher? — Yes; all these 
things have their ups and downs. 

4301. That is what I should have thought. It is 
very misleading to take any one year; all these 
things have ups and downs. You do not expect 
often a regular increase even with your established 
lines; I suppose as time goes on districts develop 
and properties become more remunerative than they 
were when you originally built the lino? — Yes. 

4302. You would not on that account say that the 
line was not to be treated as fully remunerative when 
it was built perhaps half a century ago? — You have 
to take it on broad lines. 

4303. What I mean is that you invest your money 
presumably in an undertaking expecting it to fructify 
within a reasonable period, and long after it has done 
that the natural development of the traffic and the 
growth of the business will very likely cause the 
line to become busier and busier. You would not 
on that account treat it as being unfructified expendi- 
ture until it had reached its maximum capacity? — 
1 think you make up for the lean years at the be- 
ginning by getting years at the end which pay more 
than the 5 per cent. 

4304. Apart from that I suppose there is hardly a 
railway line in the United Kingdom, is there, which 
is working all day and every day at its maximum 
capacity? — I have never heard of such a line. 

4305. Nor have I; so that obviously fully remunera- 
tive capital 'cannot mean that? — No; it is not some- 



r 



MINUTES OF EVIDENCE. 



213 



20 -June, 1924.] Sir Ralph Lewis Wedgwood, C.B., C.M.G. [ Continued . 



thing that is working to its full capacity all the 
time. 

430-0. Because it is not being used to its maximum 
capacity ? — -No. 

4307. Or any other work for that matter? — I do 
not think you can define it as easily as that. 

4308. I suppose all that you can say is that when 
you embark upon the building of an hotel, or a dock, 
or an extension, you do not expect the fruits of your 
investment to be immediately apparent. It may take 
a little time? — Yes. 

4309. How long it takes varies infinitely according 
to the sort of enterprise, and the sort of district, and 
so on ? — Yes. 

4310. Sometimes you build a line in order to 
develop a district, and sometimes you build a line 
because the district has developed? — Yes. 

4311. Sometimes you erect a warehouse to en- 
courage traffic to come, and sometimes you erect a 
warehouse because the existing accommodation is 
overcrowded and congested? — Yes; but, of course, in 
the latter case it does not mean that the new ware- 
houses are remunerative at the beginning. 

4312. Even then you have some regard to the 
future? — Yes; one looks to the future to remunerate 
one. 

4313. You build with an eye to the future. All 
you are claiming under 58 (1) (b), that is to say, 
capital spent since 1913 and which according to the 
formula has none of it become fully remunerative, 
what allowance, if any, have you made in assessing 
what would be an adequate remuneration for the 
capital? — What allowance; for what? 

4314. For the fact that no investor who spends that 
capital would expect it to become fully remunerative 
until a. period which has not yet expired?- — No 
allowance, nor is any required, -because we are limited 
to that figure; we have not got the future to draw 
upon. We. are limited to the figure we put in. 

4315. Just think; is that quite accurate. You are 
putting in a figure in respect of 58 (1) (b) which is 
a permanent figure, subject only to the question of 
a percentage on any increase coming to- the traders 
on future revisions, the 80 per cent, and the 20 per 
cent, you are putting in therefore is a permanent 
figure? — -Under (b)? 

4316. Yes?— Yes. 

4317. You are going to levy rates and charges on 
the whole undertaking which will at once produce 
that figure? — Yes. 

4318. If you claim, therefore, that you are to have 
a rate, or a series of rates and charges, which will 
adequately remunerate that 58 (1) (b) expenditure 
at what is its ultimate fair remuneration when that 
58 (I) (b) expenditure becomes fully remunerative, 

you will be getting more than enough ? — Excuse 

me; that ds not its ultimate fair remuneration. If 
capital starts by earning nothing, or less than 5 per 
cent., for 15 years you must carry it to more than 
5 per cent, in later years to make it up. 

4319. -I gather that you were saying that in fixing 
the rate of remuneration under 58 (1) (b) of 6 per 
cent, you were making no allowance for the fact that 
normally that expenditure would not have become 
fully remunerative in whatever the year is, say, the 
first year? — No. 

4320. How is that? — We are not in a position to 
earn more than the 6- per cent. I admit there is the 
portion of the 80 and the 20 that you speak of which 
brings in a little extra, but because some particular 
work on which you have spent £1,000,000 brings in 
10 per cent., and supposing, as one must in these 
cases, that your revenues are then -standard, then I 
am not allowed to keep that £100,000. 

4321. You are -allowed to keep 20 per cent? — -Yes. 

4322. And to keep that in perpetuity? — Yes. 

4323. So that you are getting 20 per cent, more 

than a fair remuneration? — I am getting 20 per cent, 
on whatever 

4324. Assuming you fix your figure on a basis which 
gives you now -an adequate remuneration, then when 
it reaches its full fructification you are getting 20 per 



cent, of that increase in your own pocket? — That, I 
take it, is intended as the reward of enterprise. 

4325. That is what I should have thought, but it is 
not on your formula. Let me take figures, because 
I find it so much easier ; they are merely imaginary 
figures; but let us assume a railway with a capital of 
£1,000,000, -and let us assume that its, average earn- 
ings are £50,000 a year, 5 per cent. Let us assume 
that the railway in 1921’ or 1922, say, spends 
£1,000,000 on new works, and let us assume, if you 
like, that 5 per cent. — I will take that figure for 
simplicity — is the allowance for the remuneration of 
the additional capital. — -I want to follow you ; what 
do you -say the total capital is? 

4326. I am assuming it spent £1,000,000 on -mew 
works? — The total being £1,000,000? 

4327. Yes. Now, it spends £1,000,000 and it 
claims the 5 per cent., let us assume — you say 6 per 
cent. — as -an -adequate remuneration for new capital. 
The new work, according to your formula, would not 
produce its proper remuneration which we say is 
5 per cent, for 15 years, until 1930 or 1937. That is 
so, is it not? — Yes. 

4328. But you -are going to fix rates on the enter- 
prise as a whole, the £2,000,000 enterprise which wilt 
at once -bring in £100,000 — £50,000 for the old stan- 
dard and £50,000 for the new capital? — Yes. 

4329. And, therefore, although you have invested 
your money in a concern which would not normally.be 
expected to give you 5 per cent, till 1936, you are 
going to saddle the enterprise as a. whole with charges 
which will bring in £100,000 a year at once?— Yes. 

4330. And, of course, when in due course the new 
enterprise becomes fully remunerative in 1936 or 1937, 
it will presumably then be earning its own 5 per 
cent, and you will keep 20 per cent, of that, so that 
you will then -be getting, do not you see, not merely 
the £100,000, which is a fair remuneration for the 
capital, but £112,000 or £115,000? — Yes, in that 
extreme case I think that is logical. 

4331. So that the effect will be whereas if you had 
not got this application under 58 (1) -(b), but had been 
carrying on in the ordinary way you would expect 
to get a. sum which was £50,000 a year and went up 
to £65,000 in the first year, according to your 
formula, rising to a maximum of £100,000 a year in 
IS years. That would be the formula, you see? — Yes. 

4332. You will, under your method of making the 
application, be getting £100,000 a year in the first 
year, rising to £115,000 in that year? — First of all, 
of course, the revision is held in the first year after 
the work is carried out, which might not be the 
case in the second. I think you have left out of 
account the 1J per cent, we are earning; the extra 
amount would only -be £35,000. 

4333. No, I deliberately — — ? — That calculation 
put in that way and under those very hypothetical 
and improbable conditions, normally a work of that 
character and the revision at the end of the first 
year — well, -a revision immediately it would have to 
be; the revision is only for the future, not for the 
past. 

4334. Whenever the revision is made you are 
always entitled to get your 20 per cent. ? — It will be 
dwindling very rapidly as the years get on. 

4336. You will never get less than £15,000 more 
than you ought to have, 20 per cent.? — I may be 
wrong, but I do not agree with that as I see it. 
Suppose the work is carried out, and at the end 
of the first year you have a revision, the concern is 
making £50,000 out of this old expenditure of 
capital, this first £1,000,000, and £15,000 out of the 
second. The concern says : “ We have that £65,000, 
but we ought to have £35,000 more.” The Tribunal 
says: “ Quite right; we will now raise the rates.” 

4336. They will increase the rates to give you that 
extra £35,000? — Yes, and we will assume that in the 
next year we get that £35,000. 

4337. You receive it by way of increased rates?- — 

Yes. As a matter of fact, that would not give you 
£35,000 

4338. What you are suggesting is that expenditure 
under 58 (1) (b) is not to be remunerated by 1J per 
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cent, the first year, rising by J per cent, to 5 per 
cent.? — You have misunderstood me, I think. 

4339. But it is to be remunerated at 6 per cent, 
all the time? — We have taken 5 per cent, at the 
moment, and the Tribunal gives us £35,000 more, 
and during the next year we earn out of this new 
work not £15,000 but £17,500. 

4340. No, the Tribunal has so raised the rates to 
give you £100,000? — Out of everything; but on the 
formula out of that particular work we are getting 
£17,500. 

4341. You would have got on the formula if you 
had not gone to the Tribunal and got these rates 
increased to an extortionate figure normally 
£67,500?— Yes. 

4342. So that you have got £32,500 more than you 
ought to have got? — The formula gives us more than 
we should get without this limitation. Is not that 
right? 

4343. You are getting £32,000 by virtue of your 
method of claiming remuneration; you are getting 
something, £32,500 a year more than you ought to 
get adequately to remunerate the capital invested? — 
We are getting that much more than we should have 
got if the whole concern had not been subject to the 
regulation of rates. 

4344. Under the normal operation of economic cir- 
cumstances as applied to railways, if the formula is' 
fair, you would expect to get on capital invested in 
a railway 1J per cent, for the year, 1-| per cent, for 
the next year, and so on, and in 15 years you would 
get 5 per cent? — Yes. 

4345. And there you stop? — In 20 years we should 
get more. 

4346. I thought you said it was fully remunerative 
at the end of 15 years? — It is fully remunerative if 
you get that taken from the start. We are willing 
to take 6 per cent, in the case of 58 (1) ( b ), but if 
you start from nothing and work up to 5 per cent, 
then you must correspondingly get something more 
afterwards. 

4347. I think we must be at cross purposes. You 
have told us that the formula is a fair one in your 
view, and it works out so as to give you 1J per cent, 
the first year, and then rising by J per cent, till you 
have got to 5 per cent, at the end of 15 years ? — Yes. 

4348. And after that you consider that the new 
extension is fully remunerated? — Yes, in the circum- 
stances as it is applied to the 1913 accounts. 

4349. And we know in fact that 5 per cent, is more 
than almost any railway gets on its capital, so that 
it is not an unreasonable sum to take? — Five per 
cent or 6 per cent, earned all through, we say, is an 
adequate remuneration. 

4350. At the end of the 15 years the particular 
work earns 5 per cent, and is fully remunerative? — 
I said 5 per cent, earned all through, or 6 per cent, 
earned all through, is adequate. What you lose in 
the early years you must make up in the later years. 

4351. The formula which you have given us says 
that it takes an average of 15 years for a work to 
become fully remunerative? — Yes. 

4352. That is right? — Yes, fully remunerative in 
the sense that it was an adequate figure earned right 
through. 

4353. No, that it takes 15 years to become fully 
remunerative, and that at the end of the 15 years 
when it does become fully remunerative it is earning 
5 per cent.? — Yes. Excuse me, the 5 per cent, is 
an adequate figure earned all through. 

4354. That is not what your formula says; if that 
is your evidence then your formula is wrong, because 
your formula proceeds on the hypothesis that in the 
first year on an average the railway company’s in- 
vestment is expected to give you 1J per cent., and 
that that goes on increasing by J per cent, till the 
end of the 15 years when it is producing 5 per cent., 
and is fully remunerative. There is no question of 
earning all through. — What is a fully remunerative 
rate for expenditure? We say 5 per cent, or 6 per 
cent. 



4355. You have taken 5 per cent., but if you like 
you can change it? — Yes, 5 per oent. is the case. 

4356. That is what you have taken as your 
formula; what it may be fairly expected to earn in 
the case of an ordinary railway investment. — That 
is what we regard as a full remuneration of capital 
for 1913. 

4357. That is what you are claiming as your 
formula. Then in the case of capital invested for 
which you are claiming under 58 (1) (6) you are 
.not asking the Tribunal to give you such a figure 
as will enable you to get what you would have got 
apart from any statutory interference in the normal 
course of events making 1J per oent. the first year, 
and J per cent, extra per year until you get to 
5 per cent., but to give you such rates and charges 
on the whole undertaking as will give you 6 per 
cent, on the new capital? — Yes. 

4358. If that new investment continues to im- 
prove, as it morally will according to you, so that 
it rises from 1 J per cent, to 5 per cent. ; in other 
words, it gets more than three times as profitable, 
the result will 'be that at the end of the 15 years 
on those rates and charges the railway company will 
be getting a great deal more than is fair in respect 
of its investment on its new capital. That follows, 
does it not? — I do not know about the word 
“ fair.” 

4359. Which you would normally expect to get? — 
It could be getting more than the amount of 5 per 
cent, or 6 per cent., but that depends -on two things, 
neither of which can be depended upon. One is that 
the revision is held in the early years, immediately 
the work is brought in to use, and the other depends 
on the question of whether at that time the railway 
company is or is not earning its full Standard 
Revenue. 

4360. How much you are unable to retain of the 
amount above what you would normally have got 
depends on the date when the revision takes place, 
because until the revision there is no alteration in 
the rates, but the fact that you are retaining more 
than you would get does not depend upon the date 
at all, it is only the amount by which you exceed what 
would be fair to get? — Is not this the case? Suppose 
a revision was not held for 15 years after the capital 
was carried through, then the railway company would 
be earning the full amount and would get no more. 

4361. That would be the most unfair case in favour 
of the railway company. — You have taken the other 
extreme. 

4362. If it gets its 6 per cent, fixed the year after 

the capital was spent, to-day you see, and then there 
were no revision for 15 years, then it would go on 
for 15 years drawing a remuneration in respect of 
this new work which would be increasing every year, 
because it would get more and more profitable, and 
you would get the lot because there is no revision. 
If, on the other hand, the most favourable way for 
the railway company -would be if the expenditure had 
taken place, let us say, 10 years ago, so that the 
difference between what you are asking and what you 
ought to get is much less, and if the revision hap- 
pened next year so that only 20 per cent, of the im- 
proper extra bonus remained with the railway com- 
pany ? — I am not sure how far I follow you. 

Take your case of the £1,000,000 expenditure. If 
there were no revision for 15 years — I am taking an 
extreme case — by that time the railway company 
would be earning £100,000. They would put in their 
claim for £100,000 and the Rates Tribunal would say : 
“ You are earning your Standard Revenue, and 
nothing else arises.” 

4363. You are assuming that no claim is made in 
respect of the capital for 15 years? — Yes. 

4364. I am assuming a claim onw, to-day, under 
58 (1) (b)?— Yes. 

4365. So that there is no question of waiting; you 
are claiming now. Then it is obvious that if the 
capital were spent 10 years ago, then the excess of 
what you are claiming over what you normally ought 
to get is not so startling? — Yes, I agree that is the 
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position if we were earning up to our standard 
revenue. 

4366. In any event you must be claiming more 
tban you would fairly be entitled to; how much 
more depends upon the date at which the expenditure 
took place and the date at which the revision takes 
place? — I do not agree with the words “ fairly be 
entitled to.” We are making our claim in accord- 
ance with the Act. In the second place, we are 
claiming something slightly more than 5 per cent., 
which I think you can put at the outside as another 
1J per cent. 

4367. I want to ask you now another question 
arising out of your evidence. You told my learned 
friend the Lord Advocate what you regarded as the 
railway undertaking for the purpose of enhance- 
ment; that is to say, the work which was done, the 
transportation business and the business ancillary 
thereto? — Yes. 

4368. Do you include or exclude the investments 
of the railway company in its undertaking? — Well, 
it is very difficult for me to answer that question. 
I quite agree about the difficulty, but one has got 
to find some solution of it. 

4369. What is your answer, that you include it 
or exclude it? — May I put it this way. If the money 
is taken from investments and put into the under- 

. taking, that is to say, into the physical assets of 
the undertaking, I think the ordinary view would be 
that that enhances the value of the undertaking. 

4370. That means to say that you exclude from 
the meaning of the word “ undertaking ” the invest- 
ments of the company in connection with its business, 
because you do not treat the money as becoming 
part of the assets of the undertaking until it becomes 
part of the physical assets? — I admit it can be 
carried to a point of being illogical. The undertaking 
would not as a rule include investments which are of 
a different character to the purpose of the under- 
taking. 

4371. Supposing anyone asked the North Eastern 
Railway Company what were the profits of the under- 
taking, would the company exclude so much of those 
profits which result from interest or dividends? — It 
would not. However, may I put it in this way : that 
they can be taken as being included in the under- 
taking, and the directors, of course, in investing in 
new works will expect potentially to 1 earn more than 
they are earning as investments. 

4372. May not the directors regard it as more 
legitimately the duty of a railway company when 
there is a district, we will say, that needs develop- 
ment, or needs encouragement, to invest their money 
in building a line there, or to erect a dock there, 
than to keep it in War Loan, even though the 
ultimate result of the dock or the extension would 
not be to earn more than the War Loan dividends? 
— Well, as business men, I think they would reckon 
up the potential earnings of the one against the 
revenue of the other. 

4373. Being persons entrusted with a great 
monoply, no doubt they would have some regard to 
the interest of the public who could not get those 
railway facilities from anyone else. Take the North 
Eastern Railway Company ? — That would weigh 
greatly with them. 

4374. Supposing the North Eastern Railway had 
£5,000,000 or £6,000,000 free which it had in Gov- 
ernment securities, liquid, and it heard that there 
rvas an urgent need for a new dock in a district, or 
an extension of a lie which could be reckoned as 
likely to bring in quite as much return, or nearly as 
much return, as the War. Loan which they held, 
you do not suggest the Directors would say: “ Oh, 
no, we are not going to allow that district to have 
its dock or railway; we are going to keep our money 
locked up in War Loan ” ?— If I may say so, I think 
you are only emphasising the extreme difficulty in 
giving an answer to the question as to whether the 
investments come into the undertaking or not. 

4375. I am not diminishing the magnitude of the 
difficulty; I only want to ascertain what your answer 



is. I gather for the purpose of your evidence you 
have excluded the investments from the meaning of 
the word “ undertaking ” ? — No, we include them 
and we look to get more from the works constructed 
out of the funds of the investment than from the 
investments themselves. 

4376. That, unfortunately, has not proved your 
experience so far, because we know that the average 
return on your railway investments generally is less 
than you get to-day on Government securities? — 
That goes back into ancient history; we should not 
invest money to-day to get 4 per cent. 

4377. Would not you? — No. 

4378. If you we're told that there was an area in 
your district which needed development, and which 
could be relied upon to yield 4 per cent., you would 
refuse to develop that district? — We should look well 
■into the future, and if we did not see 4 per cent, 
there we should not put the money in. 

4379. I am suggesting that you did see 4 per cent, 
but did not see 14 per cent. ? — If we saw as much as 
wo were getting from the investment taken over all 
we should put the money in. 

4380. But unless you saw as much as you were 
getting from your War Loan you would refuse to 
allow that district to have a railway? — We should 
approach the matter with as sanguine a view as we 
could. 

4381. I want an answer to my question. Unless you 
could see as big a return as you were getting from your 
War Loan, you say the North Eastern Railway would 
say that that area shall have no railway ? — I am afraid 
I cannot give you an answer on a hpyothetical case ; it 
would depend on the circumstances of the case. 

4382. I rather gathered that you said that you 
would not invest the money unless you were going 
to get a bigger return than you did from your Govern- 
ment securities; in fact, you did say that? — Broadly 
speaking, yes. 

4383. I want now just to ask you a question or two 
about the £60,000,000 about which we have had some 
air of mystery thrown by Sir William Plender plus 
the Solicitor-General. Did you have anything to do 
with the negotiations? — Nothing. 

4384. The mystery remains. Do you know who did ? 
— No, I do not know who did. 

4385. Do you attend the Annual Meetings of your 
company? — Yes, as a rule. 

4386. I have got in my hand a copy of the speech 
made by the Chairman of the London and North 
Eastern Railway Company, at its first meeting on 
Friday, March 14th, some three months ago, and this 
is what the Chairman, Mr. Whitelaw, seems to have 
said to the shareholders about this £60,000,000 : “ In 
■this connection, it may be well to make clear what 
were the purposes for which the sum of £60,000,000 
was accepted by the railways from the State as com- 
pensation in respect of the control period ”; then he 
cites Section 11 (4) as to the rights of the company 
to distribute a certain amount of it, and so on, and 
then he goes on : “It will be seen that none of this 
money, therefore, is legally available for capital 
expenditure on new works, although it may be used 
for the improvement of our existing property. I 
have been anxious to make this clear, because I have 
found that many people imagine that we can employ 
our reserves in such new works as the electrification 
of the line and the building of new docks; of course 
such is not the case.” I gather that what you are 
claiming to-day is that you have spent your reserves 
upon such new works as the electrification of the line 
and the building of new docks? — I think there is a 
misapprehension there. We have not spent our 
reserves; we have borrowed from our reserves. 

4387. You have employed them? — No, because they 
are there still. The Chairman was speaking of 
actually taking the reserves and spending them. 

4388. Then your view is that you cannot, and have 
not, employed your reserves in these new works; you 
cannot do it, and you have not done it? — We have 
borrowed the money which is standing to our credit 
in respect of reserves in banks, or in other ways. 
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4389. Borrowing money sounds curious ; from 
whom did you borrow it? — We will assume it is 
always lying at the bank, and there is £5,000,000; 
we can draw £5,000,000 from the bank without over- 
drawing our credit. 

4390. From whom do you say you borrowed it? — 
From the bank. 

4391. At what rate of interest ? — One thing stands 
off against the other. We have £5,000,000 in the 
bank and we draw against it. 

4392. You withdraw the money, do you not? — 
It is still in our account; when you spend your re- 
serves they go out of your accounts. 

4393. So far as the North Eastern Railway is 
concerned, it treats this money as not having been 
spent upon this matter. Is that right? — It- still 
appears in the accounts as so much reserve, or it 
may be so much superannuation money. 

4394. So far as the North Eastern is con- 
cerned it does not treat this money as having been 
employed in the building of the dock or the electri- 
fication of the line, or anything else? — It is not 
regarded as having been so employed. 

4395. Did your company take any advice before 
they arrived at that conclusion ? — Which conclusion ? 

4396. That you could not legally employ your re- 
serves in such new works ? — I do not know about 
that. 

4397. You did not ask anyone as to whether that 
was right or not? — Well, I expect we consulted our 
solicitor about it. 

4398. No doubt he would get the best advice? — I 
cannot answer that. 

4399. At any rate, as a result of a consultation 
with the best advice that the North Eastern Railway 
could get you decided that you could not employ 
your reserves in this way? — There is no case' of 
decision; it is merely the statement. 

4400. It was stated, at any rate. I see the Chair- 

man, very wisely, went on to say that the provision 
of the Act of 1921 as to remunerative capital cannot 
be taken as amounting to a guarantee, but remunera- 
tion for the carriage of traffic must, in the long run, 
be governed by the principle of what the traffic will 
bear. Additional capital expenditure must, there- 
fore, justify itself on the savings wdrich it enables us 
to effect, or the additional traffic which it puts us in 
a position to transport. If an adequate return 
cannot be obtained in one or other of these two 
directions, it is out of the question to rely upon the 
provisions of the Railways Act to supply the defi- 
ciency. Out of the question to ? — Out of the 

question to rely upon it. 

4401. To rely upon the principles of the Railway 
Act? — The Tribunal may give us our standard 
revenue, but the difficulty is to get it. 

4402. You are applying to the Tribunal but you 
do not expect to succeed? — We may not succeed in 
getting the revenue. 

4403. Because the effect of the Order will be to kill 
the traffic? — If we increase our rates to the full 
extent it might be so. 

4404. Have you realised that you have got to 
increase your rates to the full extent; that you are 
no longer getting an Order for maximum rates? — 
Yes, I dare say that may be so. 

4405. You realise that that is a very different 
position from anything which has happened in any 
previous application to the Rates Tribunal? — Yes, I 
agree. 

4406. Then I see the Chairman went on to. speak 
about advances for building houses, and things of 
that kind. Are those things which you regard as 
part of the undertaking of the railway company?— 
Yes. They are loans advanced to a society as a 
rule. 

4407. Then loans .advanced to a society for the pur- 
pose of building houses, in your view, are part of 
the investments in the undertaking of the railway 
company, are they; they are included in the railway 
undertaking? — Yes, I think so. 



4408. I only want to get your view about that. You 
see that the advance was put at an appropriate rate 
of interest. Do you happen to know what the rate 
of interest was? — Is that the housing society? 

4409. Yes. — 5 per cent. I had better just check 
that figure; I am not quite sure about it at the 
moment. 

4410. Of course that is part of the capital on which 
you are claiming to be remunerated at the rate of 
6 per cent. ? — I am not sure about that. 

4411. It either is or will be; in the next application 
you are claiming to include all expenses? — It is a 
;oan which is advanced. 

4412. The loan is at 5 per cent, to a housing society 
to build houses and is to be remunerated by such a 
rate as will give 6 per cent, return on that money 
to the railway company? — I am not sure about that. 

4413. It u 7 ould seem rather unreasonable, would it 
not? — Perhaps so. You have got to take these things 
broadly; in some cases we get more and in some cases 
we get less. 

4414. It always seems to broaden in the case of the 
railway company. — There are cases where we lose 
and cases where we gain. I do not wish you to take 
me as saying that that would come in ; I am not sure. 

4415. That is why I asked you if you treated it as 
an expenditure on the undertaking? — I shall require 
to look into that. 

4416. Very well; I do not want to press you about 
it if you have not considered it. I see that the 
Chairman went on to say: “We have made good 
progress towards making up our arrears of mainten- 
ance, having spent £2,356,225 thereon during the 
year, but there remains a large amount of renewal 
work in both our permanent way and rolling stock, 
which we shall endeavour to overtake during the 
current year.’’ That would be during 1924? — Yes. 

4417. “ Such expenditure, of course, so far as it 
relates to arrears, falls upon our reserve funds, and 
is not chargeable to the revenue of the year.” That 
is quite right, of course; that would mean to say 
that you ought to debit to your reserve funds ex- 
penditures representing arrears of maintenance, and 
things of that kind? — That is what the Chairman 
means. 

4418. And those reserve funds, as we know, are 
built up largely by the Government £60,000,000 
which was partly intended for that purpose? — Yes. 

4419. It would not be fair to treat the £60,000,000 
ae being free to spend on the ordinary purpose' of 
the company for the year; it is a reserve fund which 
is intended to be applied for the arrears of main- 
tenance, and things of that kind? — In part. 

4420. Not for new capital, and no doubt it is 
obvious that the profit shown in the year could be 
profoundly affected by the proportion of the expen- 
diture which was debited to the current expenses 
and the proportion which ivas debited to the reserve 
fund? — Yes. 

Sir Douglas Iiogg : I do not want, unless the 
Tribunal desire me to do it, to go through these 
detailed instances that were given, not because I am 
accepting the 15 years 

President : Which cases, Sir Douglas? 

4421. Sir Douglas Iiogg : The cases which Sir 

Ralph gave under 58 (1) ( b ), the South Yorkshire 
Junction line, the Great Central, the Hull and 
Barnsley, the Midland, and so on. He gave some 
figures the accuracy of which I do not suggest in 
any way is in question ; they were only intended to 
illustrate that in fact very often that expenditure 
did not fructify at once. '(To the Witness) : That 
is about what they were designed to show, were 
not they? — They were designed to show a little more 
than that; it was often deferred for a time and on 
the whole 15 years was a fair average period. 

4422. How does it show that?— Only in a very 
general way. 

4423. All you have been able to show is that there 
are a number of cases in which the profit resulting 
from investments is larger at the end of several 
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years than it was at once? — Yes, and it is still 
considerably below. 

4424. And in some cases, indeed, it was lower at the 
end of the period than it was in intermediate years ? — 
There are cases of that kind. 

4425. The position was that it very often happened 
that a particular investment did not fructify imme- 
diately upon its being brought into use? — Yes. 

4426. It shows this too, that there is no constant 
ratio of increase — no constant ratio as to the per- 
centage — and no constant date as to when the per- 
centage began to fall or rise? — I agree those are 
among the things that it shows, or is intended to 
indicate? 

4427. Perhaps I ought to ask you a question or 
two about this. I rather think I- did ask another 
witness about it. I see in your formula you have got 
quite a lot of money down for land available for 
future widenings and things of that kind? — Yes. 

4428. You do not suggest, do you, that the formula 
is in any way applicable to that? — No. That is a case 
where it is open to you to say that we are illogical. 
That is put in at the full 5 per cent. I think that 
was fully explained. It is not put in in accordance 
with the formula, because it is considered that the 
expenditure was rather a largo one, and was unique. 

4429. That would be a case in which the formula 
would work against the railway company? — Yes; 
certainly — one of them. 

4430. As a matter of fact that is merely land; there 
is no work been done there at all? — That is so. It 
is merely bought in anticipation of the widening of 
the line. 

4431. There is no railway work there at all? — No 
railway work. 

4432. We are told that there has been an allowance 
made in that figure for such rents as you receive? — 
Yes . 

4433. So that it is merely the value of the land 
unused? — Yes. I think it would have been more 
logical to have dealt with it in accordance with the 
formula. 

4434. Or, possibly, to have said it was not a work 
and therefore did not come within the section?—. I 
do not think we would agree to that. 

4435. It can never become remunerative ? — Then we 
should never get any payment for it. 

4436. That would be very unreasonable, would it? 
— Why should we invest our money if we are going 
to get 0 per cent, upon it? 

4437. That might have been a very unfortunate 
investment? — It applies to all undeveloped land. 
Unless you put it in here according to the formula 
you do not get your remuneration. 

4438. This land was bought some years ago, was 
it not? — Yes. 

4439. If you buy land years before it is required 
and it turns out you do not need it, there would seem 
to be no reason why the user of the railway should 
provide remuneration? — That is a different case. It 
may be held for many years in anticipation of being 
used, and be used at the finish. 

4440. It may never be used. It may be sold? — 
That is possible. Every railway company will make 
mistakes of that sort without departing from efficient 
management. 

4441. It may happen that where there are three or 
four railway companies now united, land which 
might have been necessary for competitive purposes 
when the railways were not united will no longer be 
required now they are united? — I do not believe 
there will be airy such cases. 

4442. You do not believe there will be any such 
cases? — There will be very few. 

4443. Perhaps that might be one of the economies 
which the railways might usefully effect? — Yes; but, 
generally speaking, railway accommodation is so fully 
required that there is not much land which will 
become derelict as the result of amalgamation, if 
any. 

4444. In the case of land bought four or five years 
before the war, say in 1909 or 1910, and which still 



has not been used, it would not seem that it is a very 
burning requirement? — It may often take longer! 
than that to develop. It may be wise to buy 20 years 
in advance of. requirements if a favourable oppor- 
tunity offers, and the district is developing. 

4445. There are cases, are there not, where rails 
have actually been taken up? — As the result of amal- 
gamation ? 

4446. Before amalgamation? — I am speaking about 
the effect of the amalgamation of railways. 

4.447. Before amalgamation there are cases, are 
there not? — They have been taken up 15 or 16 years 
ago in some cases. 

4448. And the land is still the property of the 
railway companies? — I do not know what the 
accountants have done with regard to it. It conies 
in as a credit, if it comes in at all. 

4449. They would not credit the value of the land? 
—My answer is that it is only the effect of amal- 
gamation of which I am speaking. 

4450. Mr. Lo'chet : When was this land bought? 
There is no date put against it? — It was bought at 
various ymriods prior to 1899; but I can get details 
about it. 

4451. Sir Douglas Hogg : I asked Mr. Williams 
about this. There was a number of questions asked 
you by the Lord Advocate with regard to special 
reserves created in 1913. Do you remember? — Yes. 

4462. Do you remember the items? — Yes. 

445'2tA,. The biggest of them was a reserve for 
revenue charges in respect of electric equipment of 
lines? — Yes. 

4453. Did I rightly catch you as saying that the 
purpose was an additional sum set aside in respect of 
Capital expenditure? — Yes, I think that was what I 
said. What I meant was we were spending large 
sums — £100,000 odd — in electrifying a mineral line 
in the County of Durham. 

4454. The reason I am asking why you said that is 
because the directors said it was a reserve, not for 
capital expenditure, but for revenue charges. 
Revenue charges are not the same as capital expendi- 
ture, to begin with, are they? — I think not. 

4455. Is it right what the directors told the share- 
holders in 1913, or is what your recollection now is 
right? — I think probably that the directors were 
right. But what I meant to say was that it was in 
connection with the capital expenditure in regard to 
the electrification of this line. It was feared at that 
time that the electrification being experimental might 
not be a success, and therefore it was thought 
desirable, having this surplus money available, to 
put it aside in the event of a possible failure. 

4456. At any rate, it was set aside as a revenue 
charge and not as capital expenditure? — No, excuse 
me, it was set aside in respect of possible future 
revenue charges- — none that occurred in 1913- — 
because the electrification was not in use then ; it was 
still being built. 

4457. It was a charge which the directors thought 
it necessary to- provide for in respect of 
revenue charges in the year 1913? — They had the 
money available and they thought it desirable to 
provide against the possible- failure of the experiment. 

4458. Now take Reserve to Pensions. Would it be 
right to say that the -amount of pensions was a 
matter largely in the discretion of the directors? — 
Yes; they could increase them if they wished to. 

4459. They could increase them as they wished, 
and naturally in a thing like pensions you have tc 
look forward, because the pensions are payable to 
men some of whom may not come on the pension 
fund for very many years? — Yes; but you incur the 
liability at the moment, and that was not in respect 
of any liabilities incurred in 1913. 

4460. You incur a liability only in the sense that 
you engage men and you think it likely that when 
the time comes for pensioning them you will wish 
them paid a pension at a higher rate than had been 
suggested? — It would be within the discretion of 
the directors to do that or not to do it. 
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4461. And they in their discretion thought it wise 
to make a provision for what they regarded as the 
possible exercise of their discretion? — It was purely 
an ex gratia increase of the liability. 

4462. The whole or a great part of the pensions 
no doubt being ex gratia ? — No. 

4463. That is to say, it is proper expenditure in 
the interests of the companies’ business to pay 
pensions, otherwise they would not do it, there being 
no legal liability? — All the moneys set aside in 
respect of the legal liabilities on pensions which 
would apply in 1913 had been provided for apart 
from that. 

Cross-examined by Mr. 

4467. There are one or two matters I would like 
to refer to. First of all, on your statement that 
you put in this morning on the cost of wages and 
materials, that shows varying percentage increases 
in 1923 over 1913 on the statistics which you have 
worked out. I am not going to ask you about any 
details, because they are going to be looked into, 
but just as to the effect. With regard to the figure 
taken in the case of your own line of 102-3 per cent., 

I think you said that these investigations were made 
also for other purposes? — Yes. 

4468. Should I be right in assuming that one of 
those purposes was to find what was the correct 
loading in your appropriations for depreciation and 
repairs in respect of correcting the figures so as to 
provide for the -increases in cost? — No. It was in 
connection with a rating question as a matter of fact. 

4469. Then you stated that you had adopted the 
system of taking into consideration replacement costs 
in your depreciation allowances. It was based on 
replacement costs, I understand? — What I intended 
to convey was — I am speaking now of the old North 
Eastern line, which may be typical of others for 
aught I know — that in calculating the renewal charges 
to be made in a post-war year we have taken the 
formula of 1913 and adapted it to existing costs of 
wages and material, so that it covers approximately 
the same number of locomotives. 

4470. And would these figures of cost which are 

shown here be substantially the figures which would 
be adopted in your 1923 accounts? — I am not sure 
of that. Very likely not, for the reason that these 
are the figures simply in 1923. In revising a formula 
one takes into account a longer period than just the 
year under review. You endeavour to revise it in 
such a way 

4471. I thought you said you had not yet finally 
settled your formula ? — That is so. 

4472. What I asked you was whether I might take 
it these would be the figures Which had been, carried 
into the 1923 accounts ?— Yes ; but I think I might 
be allowed to explain that a little further. I said we 
had not compiled any new formula yet, but that we 
were, as far as I know, adapting the old formula to 
the new conditions as regards wages and costs. In 
doing so one looks not merely to one year but further 
ahead to the question of what you expect replace- 
ment costs are going to be over a period, or what the 
new level of costs is going to be over a period. It 
does not follow that we should have taken strictly the 
1923 percentage. 

4473. Would the differences be large enough for you 
to say whether they would be more or less than these 
figures? — I think they will probably be less. 

4474. Probably less? — Yes; I think so, probably. 

4475. With regard to a matter which you have 
dealt with at some length, namely, the question of 
the incomplete fructification of capital in 1913, I sup- 
pose we may take it that your point of view In con- 
nection with what I understand you regard the 
Railways Act as having given you is, that in those 
cases where in 1913 capital had been expended which 
at that time was not pulling its weight, if capable of 
pulling its weight you would be entitled to an allow- 
ance in respect of them? — Yes. 

4476. Of course, when you consider how far capital 
is pulling its weight, it is not right, is it, merely to 



4464. And this was because the directors thought 
it probable that the pension charges would increase 
in respect of the men on their staff? — They thought 
it might occur. 

4465. And they thought it so probable that they 
considered it right to make provision for that? — I 
do not think there was any strong probability. 

4466. They thought it right to make provision 
against its occurrence out of the 1913 money. They 
put it into the accounts and got the auditors to 
pass it?— Yes, but it was for some purely future 
and quite contingent liability. 

F. G. Thomas, K.O. 

look at the actual additional revenue which you 
derive from that particular expenditure? — I should 
have thought it was. 

President : Do you mean that you -might have to 
consider the question of its contributory value? 

4477. Mr. F. G. Thomas: Not quite that. Suppose 
the capital expenditure has enabled economies to be 
made in other directions. You see what is in my 
mind? — Yes. 

4478. It is sometimes a reason for expending 
capital that although, taken by itself, the net 
revenue on the new expenditure might not be very 
large, there would be a valuable contribution to net 
revenue which would come in? — Yes. I think those 
cases should come in. 

4479. Therefore if you were to take in a particular 
case the actual earnings of a particular piece of line, 
I think tht would probably not be the complete 
story? — As regards the piece of line, I think it 
would be. I do not think a new branch line would 
effect economies elsewhere. 

4480. Suppose it shortened the distance or made a 
more convenient access? — Yes. 

4481. But then there would be the question of 
contributory value? — Yes, there is that. 

4482. And that might be substantial? — Yes. No 

one has ever suggested how you are to calculate it. 
or how you are to arrive at it, 'but it might be 
substantial. 

4483. It is because the problem is complicated in 
those respects that you have recourse to a formula? 
—Yes. 

4484. And that formula, of course, incidentally 
does relieve the railway companies of the onus that 
is placed upon them by the Railways Act of finding 
the appropriate allowance for non-fructification in 
particular cases? — It relieves them of proving each 
individual case, yes. 

4485. I gather from the reasons which you gave 
to my learned friend that you are not able to suggest 
a formula which would similarly relieve a trader 
from his onus under paragraph (b) where he has 
to prove, you will remember, that a particular ex- 
penditure has not enhanced the value of the under- 
taking? — The question of enhancing is outside the 
formula in either case. 

4486. Is it? Is it not part of your formula that 
all expenditure shall be treated as having enhanced 
the value of the undertaking? — -We say there are no 
works in that list which have not enhanced the value 
of the undertaking. 

4487. But it is all part of the formula?— No. It 
comes -before the formula, if I may put it that way. 

4488. The formula is applied, then, to a proposition 
which is absolutely a general one : All expenditure 
must be taken to have enhanced the value of the 
undertaking? — -Not expenditure on certain things. 

Mr. F. G. Thomas : Well, subject to one or two 
qualifications. 

Mr. Jepson: You will remember, Mr. Thomas, that 
-Sir Ralph gave us an illustration this -morning where 
by the widening of a line the expenditure of money 
presumably enhanced the value -of the undertaking, 
but the shortening of the line immediately brought 
down rates and fares. 

4489. Mr. F. G. Thomas: Yes; I remember that 
particular instance. I am much obliged to you for 
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reminding me of that case, because I wanted to ask 
Sir Ralph about that. (To the Witness.) In 
estimating the results of that particular line you 
were taking into consideration, were you, the loss of 
revenue duo to the shortened distance and the 
reduction in season ticket rates? — I think I men- 
tioned that as a case which enhanced the value of 
the undertaking, although it resulted in an imme- 
diate loss. I do not think I particularly mentioned 
it in that connection, but being in the list we take 
it as enhancing the value. 

4490. In regard to claims under (b) you entirely 
disregard, do you not, the question of the degree of 
enhancement? — The question under (6) is rather for 
your side. 

4491. That is where you are claiming 6 per cent. ? — 

Yes. 

4492. However small the extent, if there is any 
enhancement whatever, then that capital is to be 
remunerated at the maximum rate? — Yes. I think 
in the way we regard enhancement it is very difficult 
to state the degree, because it must cover potential 
earnings and we expect those potential earnings to 
repay us for the immediate outlay. 

4493. I wish to get clear what the position is. You 
do not regard the degree of enhancement as a rele- 
vant factor in deciding what the allowance is to be? 
— I will not say that under (6) we have taken any 
enhancement into account. Is it not for you, under 
(6) to say that it has not been enhanced? 

4494. Yes, and you assume that there has been 
enhancement in all cases, and such enhancement as 
to entitle you to 6 per cent, allowance? — Again I do 
not think the question of degree of enhancement 
comes in. 

4495. Take an extreme case. After all, railway 
directors are human, and occasionally, I suppose, they 
make expenditure which is a disappointment ? — Some- 
times, yes. 

4496. Let us take a case. Assume an extreme case 
where you had a large expenditure and a small return 
upon it and as to which there would be very little 
likelihood of there ever being a profitable investment 
of money, yet in spite of that you would consider, 
if there was any enhancement at all, that that entitled 
you to the full allowance ? — I think that is the inter- 
pretation of this. But, as I say, surely under (6) 
it is for you to deal with the question of enhance- 
ment. 

4497. Now when you come to expenditure such as 
expenditure upon bridges and widening of lines, 
there, of course, it is a matter of even greater diffi- 
culty to get at what is the extra contribution to net 
revenue? — Yes. 

4498. Even in the case of an extension, or any- 
thing of that sort? — Yes. 

4499. Would you agree, Sir Ralph, that if you were 
really considering this question of enhancement of 
value it ultimately comes to this, does it not, that 
that has to be expressed in some addition to net 
revenue either by additional receipts or by diminished 
working expenses ? — Yes ; I think taking the potential 
position into 1 account, that is true. 

4500. If you expend money on widening lines _ or 
on building bridges or in now equipment! which 
enables you to conduct your traffic more expeditiously 
and economically, that is a form of expenditure which 
might on the face of it not appear to be contributing 
very much. You might not get any considerable 
number of trains passing over the line, but yet it 
might be pulling its full weight in the accounts as 
contributing to net revenue? — Yes, it might. You 
mean by saving expenses? 

4501. ' Yes. — That is true. 

4502. And that is a factor of course which yoixr 
formula does not provide for? — I do not think it 
affects the formula, does it? 

4503. Does it not?— It means that some of your 
widenings, for instance, may fructify very soon. 

4504. The illustrations you gave were based upon 
results of certain expenditure showing a period of 



years and how it gradually worked out. What I am 
putting to you is that you might very well have in 
your 1913 accounts capital expenditure which, taken 
by itself, was not fully remunerative, but yet taken 
in relation to working expenses generally might be 
contributing its full quota? — That is so. In settling 
the formula we had in mind such cases as widenings 
which became rapidly remunerative, along with other 
cases. 

4505. But you are applying the formula to certain 
things and you are taking the same period for reach- 
ing fructification ?— Yes ; we take the same formula 
for all, it having been arrived at on a consideration 
of all. 

4506. What I am pointing out to you is that the 
consideration which might apply to a new piece of 
line might be very different in the case of a new 
bridge or a widening? — Yes; I think I have agreed 
as to that. But the formula arrived at was after 
consideration of all classes of cases. 

4507. Take the case of docks again as an illustra- 
tion. The enterprise of building docks is one which, 
I take it, the railway companies would shrink from 
until compelled to undertake them, by the fact that 
a new dock is always, for a period, something in the 
nature of a white elephant. I mean the ideal posi- 
tion for a dockowner is to have his docks filled up, 
so that all his capital invested in his docks is pulling 
its full weight? — Yes. 

4508. If he has to build a new dock he has to go 
considerably beyond the necessities of the moment; 
he must look forward. A dock cannot be rapidly 
created? — That is so. 

4509. Therefore if you are a dock undertaker you 

must get periods where the return upon the capital 
goes down because of the non-complete utilisation of 
the capital which is spent in new dock construction? 
— Yes. It takes an exceptionally long time to 

fructify; is not that it? 

4510. Yes; and that is one of the incidents of dock 
construction. But there, again, Sir Ralph, is it 
possible to regard the construction of a dock and the 
revenue from a dock entirely by itself, having regard 
to the fact that the traffic to that dock comes over 
the railway and contributes to the earnings of the 
railway? — No. I think it is fair there to raise the 
question of contributory value. 

4511. I felt sure you would take that view. There 
is only one other matter which I want to ask you 
about, and that is with regard to the question which 
you touched on a few moments ago with regard to 
the utilisation of free reserves, or rather, as you 
prefer to phrase it, borrowing from free reserves for 
the purposes of capital expenditure. But first what 
I wsaited to ask you was whether you regarded 'it, 
as responsible for a great railway system, as very 
important from the point of view of the interests 
of the undertaking and the interests of the stock- 
holders that there should be adequate liquid reserves, 
which could be drawn upon in emergencies for 
shortages of dividend? — I think it is important for 
a railway undertaking to have some free reserves, 
yes. 

4512. I do not know whether you have already had 
your attention directed to some of the remarks of 
your Chairman at your annual meeting. I notice 
there that he said : “ You will observe that we have 
taken £550,000 from the Railways Act compensation 
money to enable us to pay what we are entitled to 
regard as a minimum dividend secured under the 
Railways Act upon our Deferred stock. In our view 
this is the proper policy to pursue when we have 
reduced our rates and fares below the point at which 
we can, in the meantime, earn that dividend.” He 
also said a- little earlier that he proposed to take 
the same course for the current year. So that these 
funds have been, and will be, available as free reserves 
to be drawn upon in cases of this kind? — Part of 
them, yes. 

4513. And therefore they have to be in a liquid con- 
dition in order that that money may be utilised in 
that way? — Yes; at the discretion of the Directors. 

D 
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Cross-examined by " 

4514. I only want to ask you one or two questions 
about “ a work.” I understand from what you have 
told the Tribunal that in most cases you refer to some 
directors’ minute? — Yes; generally speaking, that 
would be so. 

4515. Would the sort of minute to which you refer 
be such a one as this : A branch to Clifton Colliery 
at Nottingham was approved and estimates for it 
passed by the board ” — something of that sort? — Yes. 
That sounds rather vague, but it would be something 
of that kind. 

4516. I have not had an opportunity of getting full 
copies of them all yet. That would be in your view 
one single work? — That sounds like one single work, 
yes. 

4517. And the several hundreds of that sort which 
occur under the heading of “ Extension of lines on the 
Great Central Railway ” would be several hundred 
different works? — No, I do not think so. I think that 
is rather what I was trying to state my view upon 
this morning. 

4518. I was giving you an extension from the 
London Extension Railway and I rather thought you 
said it would be a separate work? — Yes; I think the 
London extension probably is one work. 

4519. But you have just told me that the example 
which I gave you, which is part of the London Exten- 
sion Railway apparently — it was a special connection 
to Clifton Colliery — a branch — would be one work? — 
Yes, that is a separate spur line to one colliery. 

4520. Therefore it would not be right to take that 
in under the London extension line as part of that 
work? — I think possibly not. 

4521. I suppose you cannot tell me how many such 
works there are in the £9,700,000? — I could not tell 
you, I am afraid. 

Cross-examined 

4530. I think yesterday the learned President asked 
whether we could come to some agreement as to the 
methods of depreciation which your company and the 
other companies are observing — whether that basis 
would be observed in the future and whether it could 
be compared. Now you told us when you arrived this 
morning that there is really no difference in your 
view since last evening, or what was intended to be 
a consideration on your part, or the company’s part, 
as to the method of treating depreciation? — We 
thought the question of depreciation should be dealt 
with in connection with working expenses when we 
put up our proposals for the future years which have 
to be taken as a basis. 

4531. Are there not new proposals which you have 
considered? — We have not got our proposals. 

4532. There are new proposals? — We have not yet 
formulated them. 

4533. There are new proposals which you could very 
well put before us? — No, I am afraid not. 

4534. I understood you were going to put some new 
proposals forward? — We shall be putting them before 
the Tribunal — at least that is our proposal — when we 
get to the stage of dealing with working expenses. 

4535. Then you admit that the present state of 
affairs admits of new proposals? — Yes. They are all 
on different bases at present. 

4536. Quite. We go back to 1913, and evidently 
right back there before the war we had settled down 
to a nice comfortable state, and that is taken to be 
the standard year. I take it it is a year, because 
you must go back before August 4? — I think 1913 
is taken as the last complete year before the war. 

4537. There has been a great study of this matter 
by learned authorities — accounting authorities and 
law -authorities — as to what is to be charged for de- 
preciation ? — Yes. 

4538. Could you tell us what was the position in 
1913 with regard to depreciation? What was the 
scientific basis then if any? — There were many bases 
adopted then. 

4539. Many?— Yes. 



Ir. Staerord Gripps. 

4522. Nor can you tell me when the various branch 
lines, such as the one I have cited, came into use or 
the money was expended? — I could get you the 
information, but I have not got it here. 

4523. In geting out these figures no consideration 
apparently has been paid to matters of that sort? — 
We have endeavoured that all the works we have put 
in shall be works which could be defended as 
separate units if they were challenged. 

4524. Has anyone examined the figure of 
£9,700,000, to see whether from the definition you 
have given it is correctly drawn up? — Yes. I think 
it was examined before it was put in. 

4525. Can you tell me by whom? — I could not tell 
you. I can probably find out. 

4526. Mr. Williams said he could not tell us what 
minutes related to the various portions of this work? 
— No ; I can quite understand that. The figures 
would have been taken not from the minutes but 
from some completed estimate of the cost incurred. 

4527. Who has been the judge, then, as to what 
minutes they were? — The accountant would be the 
judge of that. 

4528. Therefore, whatever Mr. Williams says a 
“ work ” means, and what he understands it to mean, 
is correct as far as the railway companies axe con- 
cerned?— Mr. Williams has exercised his best judg- 
ment in settling what are works and What are not. 
If any of them are thought not to be works we can 
go into details and set out why he considered them 
so. He was probably speaking from his experience 
on the North Eastern. 

4529. Is anybody else coming to put forward a 
definition? — I do not think so. 

by Mr. Worrall. 

4540. The companies varied? — Yes. 

4541. Sir William Blender has laid down a defini- 
tion of depreciation to mean a wastage, and he has 
also laid down that in calculating depreciation you 
take the life. Was that the case in 1913? — It was 
done in some cases in 1913. 

4542. Only in some cases? — Only in some cases. 

4543. Now take the year we are going to compare, 
namely, 1923. Have we improved since then in our 
methods? — 1 do not know. Some changes have been 
made, I think. 

4544. Are they vital changes? — I really cannot say. 

4545. Take locomotives. Have you Changed with 
regard to locomotives ? — One is dealing with the 
practice of so many different companies that it is 
very difficult for me to answer that. 

4546. It means that there is such a chaotic state 
with regal'd to calculating depreciation that we 
cannot get at it? — I think we have done what we 
can do to see that the 1923 practice was, broadly, 
the same as the 1913 practice. 

4547. We are now getting a definite view on 
depreciation? — I do not know that the views are 
more definite at the present moment than they were 
in 1913. ' 

4548. We must remember that Sir William Blender 
said, “ I told them.” So he tells you. He tells you 
how to do it. The question ds, are you doing it now, 
because he told you to take the life of all these 
things? — I think it was the Great Western he told ; 
but I have forgotten who it was he told. 

4549. It is here in print — “ I told them.” Has 
he told you, and have you done it? — I do not think 
he has told us how to do it. 

4550. I hope he will. Now we come along to what 
we have got to he told. The first thing he would not 
tell us — he said somebody else had got to tell us — was 
about the prices of materials and so on. Because 
this account which you have put in must reflect in 
some way the measure of the rise in materials? — Yes. 

4551. I put it to Sir William that the 1124 was a 
mere rule of thumb figure, and you, Sir, have very 
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kindly shown us to-day that it is not rule of thumb, 
hut that there are a number of very intricate calcula- 
tions which have been made by which you arrive at 
1121 P~ Yes. 

4552. Take the price of material. At Question 3365 
Sir William took no responsibility for attempting to 
say anything about the rise in the price of material 
Would you take that responsibility? — I would en- 
deavour to answer questions. 

Mr. Worrall : There is a record of the rise in prices. 
I think it is published in the “ Times ” from time to 
time. It is taken from “ The Builder.” I do not 
know, Sir, whether you wish me to put this in as an 
exhibit. 

President : No, you keep it to yourself. 

Mr. W orrall : I only mean that it is to be relied 
upon. I put it to you that these prices are to be 
relied on. Taking the rise in prices you get a quota- 
tion in August, 1914, and the increase is shown at 
J anuary, 1923. There are verj r few of these rises 
above 80 per cent. 

Mr. J epson : Sir Ralph, this morning, when he was 
splitting up his 112, put down his materials at 68-4 
per cent. 

4553. Mr. Worrall ( to the Witness) : Do you agree 
that the rise in material is about 68'4 per cent. ? — I 
gave it in Abstract “ A” as 68-4. 

4554. There is a great difference, of course, between 
68'4, unless wages have gone up very considerably, 
and the 112-} ? — Yes. 

455 What I want to submit later to the Tribunal 
is that you have to take into account the expenditure 
on an economical basis and not on the capital that 
has been expended. Would you take that? — I think 
for this purpose it is sufficient to take what the 
company has expended, because the challenge is that 
the companies are spending much more now than they 
did in 1913. 

4556. We are going to get an ideal account from 
you. That is your expression? — Yes;’ some day. 

4557. Now, we first heard of an ideal account 
to-day. When will this ideal account be presented? 
— We are proposing to present that when we put up 
our figures for working expenses. 

4558. Will it be here to-morrow? — No; it will be 
in the next stage of the proceedings. 

4559. At any rate, it is very necessary in this ideal 
account to pay some attention to the rise in the cost 
of materials? — Yes. 

4560. And it is very necessary for us to rebut this 
112} per cent., which, I take it, is very easily done 
if we get the actual figures of the rise in the price 
of materials. Do you agree to that? — I think you 
will find some difficulty in rebutting it. I might just 
say that the 112} per cent, will not necessarily come 
in in any way into the ideal year. 

4561. It will not come in? — No, because the 112} 
per cent, is simply 1923. 

4562. When will the ideal year be reached? — 'That 
will be after the appointed day. 

4563. I was in hope that we should get this ideal 
account immediately, and then we should have some- 
thing to criticise, because my contention is, and I put 
it to you, that the Act of Parliament on which we 
are working asks us to produce a revenue account — 
a statement of revenue — and not an account which 
is padded with all sorts of hypothetical figures which 
are derived from suspense and other accounts. Now 
we come to the railway accounts — the Board of Trade 
accounts. At the foot of each one of these forms you 
see there is a note : 1 ! When any sum is transferred 
to or from a depreciation fund or suspense account, 
the net sum is to be stated.” In the case of the 
North Eastern, is this stated on the form? — I think 
so. 

4564. It is stated? — On the forms? I do not know 
about that. 

4565. On the accounts? — Yes, I take it that it will 
be on the accounts. 

4566. Can an abstract be made of those? — You 
have the accounts. 



Mr. Locket : I think Mr. Jepson drew attention 
to one or two items of that sort earlier in the day. 

Mr. J epson : There are several of them in the 1923 
accounts. Look at abstracts A, B, C and D. 

4567. Mr. Worrall : Yes, I know that. But the 
point is, could that be concentrated on a separate 
account showing how these suspenses have been 
operated ? (To the Witness ) : I do not think they 
are shown on the published accounts? — Yes, they 
are on the published accounts. 

4568. Is it shown how the Depreciation Fund is 
operated? — Yes, I think the Depreciation Fund is 
shown. These are in the statutory form. 

4569. Is it shown in a way we can appreciate just 
where the depreciation touches the actual revenue 
expenditure? — The authorities who drew up these 
forms no doubt had that in mind. 

4570. When you draw on the Depreciation Fund 
your actual revenue fund must fall short, I take it? 
— I do not quite follow that. 

4571. Your expenditure on the revenue account 
must, fall short before you dip into this reservoir 
that has been spoken of? — Yes, I suppose so. 

4572. Could an account be produced showing how 
you dipped into this reservoir during the ten years ? 
— That is in the published accounts. 

4573. Have you at any time levelled up your De- 
preciation Fund by way of valuation of the assets ? — 
I do not think so. 

4574. You have never done that? — I do not think 

so. , 

4575. Would it be necessary to do such a thing? — 
I do not think so either. We never have proceeded 
on the valuation of assets. 

4576. How have you really arithmetically got at 
the real value of your assets unless you took stock 
in the same way as, say, a quinquennial valuation ? — 
It all appears in the accounts, the capital assets, and 
so on, and net revenue. 

4577. Wo want to arrive at how you have worked 
these accounts during these ten years so as to pro- 
duce what is produced in the printed figures, show- 
ing how the assets have fluctuated in value, if at 
all; how they have been written down? — They have 
fluctuated in value according to the amount they 
earned, I take it. 

4578. You do not- show how the value is written 
down. Take wagons, locomotives, or steamboats? — 
I think that all comes under the question of main- 
tenance, which, I have said, was provided for by 
different formulse, or different practices by the com- 
panies. 

4579. Until we get a clear idea as to the value of 
the assets we cannot tell whether you have been 
properly treating your assets, or levelling your 
figures with the facts? — I think you will be able to 
do that by comparing 1913 with the ideal year to 
which you refer, when we put that in in respect to 
matters of maintenance. 

4580. We must leave that until we get the. ideal 
account ?— Yes, that is our suggestion, if the Tribunal 
accept it. 

4581. Mr. Locket : With regard to the. Great 

Central Railway. I think you told us that, in your 
opinion, it would have been fairer — or, perhaps, more 
consistent — to treat it under the formula? — Yes, I 
think so. 

4582. But if it were purchased prior to 1899 it 
would not come under the formula at all? — It might 
come in. I have not considered how it would come 
in under the formula. It might come in as part 
of the total cost of the main-line extension. 

4583. The only way it can come in is the way 
it is brought in here, as far as I can see? — I suppose 
if one buys a certain quantity of land in connection 
with a new line, it would be, presumably., fair to 
put the whole of the land brought down into that 
work. 

4584. Yes. But your formula only commences 15 
years prior to 1913? — Yes. But most of the expendi- 
ture on that Great Central main line will have been 
incurred before 1899. 

D 2 



46038 



222 



PROCEEDINGS OF THE RAILWAY RATES TRIBUNAL. 



20 June , 1924.] Sir Raiph Lewis Wedgwood, C.B., C.M.G. [Continued. 



4585. I dare say we shall hear something about 
that. Only your remark did strike me at the time, 
and I do not quite see how it could come in? — I 
have not gone into how it would be dealt with 
under the formula. Obviously if it comes in with 
the main line to London it gets a very small 
allowance. 

4586. Can we now go back for one moment to 
this vexed question of maintenance? Your accounts 
for 1913 included in the expenditure column of 
Account No. 8 all the allocations to repairs, renewals, 
•and depreciation all that comes under the element of 
maintenance; and, therefore, however widely the 
practice of the different companies differed in those 
accounts they were translated into figures? — Yes. 

4587. And if we took the aggregate we should get 
the aggregate expenditure for each group of rail- 
ways on those three items making up maintenance 
all together? — Yes, under A and B. 

4588. That ■would afford us a basis of comparison 
once we got that? — Yes. 

4589. Then without going into the question of the 
differing practices of the railways, it would be pos- 
sible to compare that with any provision you made in 
the hypothetical year for which you have to estimate 
your expenditure? — I am not quite sure that I under- 
stand the question. 

4590. It will be dealt with in the same way in your 
hypothetical year ? — Yes. 

4591. You make provision in your expenditure 
column for all the items affecting maintenance? — Yes. 

4592. Then we should get a 'basis for comparison? 
—Yes. 

4593. And that might be done through the aggre- 
gate figures without going, perhaps, into the difference 
in the practice with regard to the life of the various 
items, and so on? — Yes, I think so. 

4594. It might be dealt with in bulk? — Yes. 

4595. It seems to me to be a very difficult thing to 
equate the practice of the companies in the past and 
then deal with them again on a separate basis when 
we come to deal with the hypothetical year. I was 
wondering whether it would simplify matters if we 
could deal with it in bulk in that way. Then the 
only question to be tested by the traders would be the 
percentage to be put on to represent Increased cost? 
— Yes, I suppose they would be. entitled to challenge 
the figures we put in as being compiled on the wrong 
principle, or something of that sort, as compared with 
1913. 

4596. They are taking your basis figures at the 
present time? — Yes. They could also challenge them 
in respect of the comparison with 1913. 

4597. I am anxious to see if we can get something 
definite from which to make a start, which will form 
a basis and enable us to compare like with like when 
we come to deal with the question of expenditure? — 
It will be necessary, I assume, in any case for the 

Re-examined 

4606. May I put to you a question arising out of 
what has just been put to you? Of course we have 
the returns for the year 1922, in which there is this 
summary table summarising 1913 and various other 
years and comparing them with 1922? — Yes. 

4697. Is this right — I am asking for information; 
turn to page 16; the outside column is 1913, is it 
not? — Yes. 

4608. As I understand it, we have got to this point, 
have we not, that Sir William Plender has looked into 
the figures for 1913, taking “ maintenance ” in the 
broad sense as including depreciation, renewals and 
repairs? — Yes. 

4609. And he, comparing that figure with the 
corresponding figure in the accounts for 1923, has 
said — taking no responsibility, of course, for the 
112! figure — if you load it with 112! per cent, and 
you make some sort of allowance for additional items 
that have come in since 1913. and other considera- 
tions, you see that in 1923 depreciation, whether 
exactly the same methods have been applied or not, 
has come out on much the same lines?. — Yes. 



companies to put up their figures for the four 
abstracts and explain how they got at them; and 
then they will have to give the principles on which 
they are dealing with maintenance. That, I think, 
you would consider, and if you .approve 

4598. You have not given us figures for 1913 on 
that basis as yet? — Those will be the figures in the 
annual account which I think .Sir William Plender 
dealt with when he compared 1913 with 1923; the 
total maintenance figures in the abstracts. 

4599. Have we that in a form which would enable 
as to compare them? — Sir William Plender gave 
them. 

4600. Mr. J epson : It was only a general state- 

ment? — Did not he give figures showing when apply- 
ing the 112J per cent, there was a deficiency provi- 
sion in the abstracts and an excess 

4601. Mr. Locket : Could we have the gross figure 
supplied to us for the North Eastern system of your 
allocations to repairs, renewals and maintenance 
for the year 1913? — Yes, I think so. The allocations 
are on very different principles. 

4602. Exactly. It is just because they are on 
different principles that I should like, if possible, to 
get at a gross figure ? — I suggest, would not the best 
thing be to take the gross figures in the abstracts ; the 
different constituents of the London and North 
Eastern spent so much money on each of the abstracts 
in 1913; that can be at a later date equated with 

-what the London and North Eastern is proposing to 
spend in what we call the ideal year? If the ratio 
between the two is in excess of what would be 
arrived at on a reasonable application of percentages 
for increased cost of wages and materials, then at 
any rate it would be a presumption we are providing 
on a more liberal basis than in 1913. That is in my 
mind as a thing we might do; and it would really 
simplify it, because when we come to go into the 
question of the proper provision with respect to main- 
tenance we should do it once and not twice over ; 
examine 1913 and then put up the ideal year later. 

4603. Do you think that is a feasible idea? — Yes, it 
seemed so to us when discussing it last night. 

4604. I think it will not be until we come to the 
question of expenditure that it will become a really 
vital question. In the meantime, it might be worth 
while considering how far it can be dealt with ? — May 
I say this, though it may be rather against me? It 
might become vital at an earlier stage, if you are 
going to fix once and for all, before you get to that 
stage, your standard figure; because you might want 
to reopen 1913 and might be unable to do so. But at 
the same time that can be met by leaving that final 
fixation for a later date. 

4695. Would you consider whether that is feasible 
and could be done ? I do not ask that it should be 
done; I rather ask for advice now? — We think that 
is feasible. 

by Mr. Clauson. 

4610. That is the point to which we have got for 
the moment? — Yes. 

4611. As I understand it, the criticism at present 
on the 1913 accounts on this point is this : It is said : 
“ Oh, it is all very well, but in 1913 you cannot say 
that there was a systematic method of depreciation ”; 
to which you have answered and the other witnesses 
have answered: “It is perfectly' true; we had not 
got four companies but a very large number of com- 
panies and some did one thing and some did another, 
and we cannot from 1913 lay down a practice which 
can be made permanent because there was not any 
practice which applied all over the companies ” ? — Yes. 

4612. But we have got this, that we are making 
out a pn'ima faxie case, at all events, that the depre- 
ciation made in fact in 1913, whatever were the 
various methods of getting at it, turns out, judging 
it by a comparison with 1923, to have reached pretty 
well the right result? — Yes; but I should prefer to 
say maintenance rather than depreciation. 
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4613. Yes; taking maintenance as covering the 
whole thing? — Yes. 

4614. And there would be no difficulty, would there, 
in getting out the figures, which could be done in 
almost a few minutes from this Blue Book, showing 
the lump sum of what the total maintenance charge 
was in 1913? — Yes. 

4615. That is what Sir William Blender, although 
he did not -actually give us the figure, must have 
more or less done, perhaps not exactly accurately, 
for the purpose of his answer? — Yes. 

4616. And that would assist the Tribunal on the 
lines suggested? — Yes. 

Mr. Locket : Are all those figures relating to re- 
newals and repairs given in the Blue Book? 

Mr. Glauson : I was looking at page 16. 

Mr. Locket : They would all appear in the 

abstracts'? 

Witness : Yes. 

4617. Mr. Glauson : In this actual table you have 
the whole of Great Britain on the left, and of course 
that does not compare accurately with the four 
groups, so that no doubt some adjustment would have 
to be made to get the details of it? — -Yes. 

4618. But that is quite within the bounds of prac- 
ticability ? — Yes. 

President : Is not it the figure Sir William Blender 
gave as £51,263,844, on page 158, at Question 3283? 

Mr. Glauson : As I understand it, that is practically 
the figure. There are little differences about Irish 
railways, and so on, which have to be taken into con- 
sideration. Yes; I am told that is substantially the 



figure. If the Tribunal thought it would be of 
assistance, I dare say we could get it out with a closer 
approach to accuracy. 

Mr. Locket : This includes expenditure on renewal 
and repairs. Does it also include depreciation? 

Witness : It really is this : what you want is an 
analysis of Abstracts A and B for the four groups 
for 191,3. 

Mr. Wrottesley : There are other abstracts, of 

course. 

Mr. Locket : Do those include amounts carried to 
depreciation ? 

Mr. Glauson : I am tol-d by Mr. Wrottesley that the 
Tribunal have in fact got that before them. The 
thing handed to me is headed, “ Great Britain; year 
1913; Abstract A; Repairs and Renewal of Way and 
Works.” The Ministry of Transport have handed me 
a document which I understand can -be put before the 
Tribunal. It is headed, ‘ ‘ 'Summary -of Financial 
Accounts and Statistical Returns of Railway Com- 
panies in Great Britain, year 1913”; and it is 
dated, “Ministry of Transport, May, 1923 ”; and 
the number is 2,939A. 

Mr. Jepson : Does that -give the information my 
colleague Mr. Locket asked) for? 

Mr. Glauson : I think it does. And I am told that 
Sir William Blender used this Ministry of Transport 
document for the purpose of the figures he put before 
the Tribunal. 

Mr. Locket : Berhaps you might leave it at that. 
I will look it up between now and Monday. 



( Adjourned till Monday ;, 2 3rd June, at 11 o’clock.) 



Handed in by Sir Ralph Wedgwood. 
( See p. 209.) 

Standard Revenue — Railways Act, 1921 — Section 58. 



“ R.L.W. 1." 



Maintenance and Renewal op Way and Works and Rolling Stock, Cost op Wages and 
Materials — Bercentage Increase 1923 over 1913. 



Abstract. 


L.N.E. 


L.M.S. 


G.W. 


Southern. 


Total — 
4 Groups. 


A 

B(l) 

B(2) 

B (3) 

Total B ... 

Total A and B ... 


Ber cent. 
112-242 


Ber cent. 
126-107 


Ber cent. 
131-539 


Ber cent. 
113-181 


Ber cent. 
121-207 


87-249 

103-629 

98-534 


98-517 

113- 683 

114- 473 


108-505 

119-964 

123-633 


94-974 

114-076 

93-496 


96-072 

111-601 

107-670 


94-799 


107-096 


114-965 


102-092 


103-459 


102-305 


115-831 


123-457 


107-903 


111-735 
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Handed in by Mr. Quirey , Jane 19 th. 
Railways Act, 1921 ( Section 58 ) — Standard Revenue. 



J.Q. 5 (Amended). 



Statement of Amount Received for New Capital raised since 31st December, 1912 (excluding Stocks 
issued in exchange for Stocks of other Undertakings where the Expenditure is not included in Claims under 
Section 58 (1) («) or (58) (1) ( b ). 



— 


London 

and 

North-Eastern 

Railway. 


London 
Midland and 
Scottish 
Railway. 


Great Western 
Railway. 


Southern 

Railway. 


Total. 


Issues to the Public — 

Loans 

Debenture Stock ... 
Preference Stock ... 
Ordinary Stock 
Preferred Ordinary Stock 
Deferred Ordinary Stock... 


£ 

4,818,274 

3,360.800 

1,225,641 

1,496,176 


£ 

1,914,710 
786,102 , 
4,253,106 
48,301 
, 39,562 
9,392 


£ 

1,350 

723,103 

542,025 

1,116,056 


£ 

932,117 

471,990 

1,790,427 

112,521 


£ 

7,666,451 

5,341,995 

7,810,799 

2,773,054 

39,562 

9,392 


Total ... 

Capital Receipts — Stocks issued in 
exchange for Stocks of acquired 
Undertakings where the Expen- 
diture is included in Claims under 
Section 58 (1) (a) or 58 (1) (5) — 
Debenture Stock ... 

Preference Stock ... 


10,900,891 


7,051,173 

239,335 


2,382,534 

2,889,784 


3,306,655 

36,000 


23,641,253 

275,335 

2,889,784 




— 


239,335 


2,889,784 


36,000 


3,165,119 


Special Receipts 


79,281 


— 


— 


329,141 


408,422 


Total ... 

Less — 

Loans, etc., repaid, etc 


10,980,172 

6,788,230 


7,290,508 

1,928,620 


5,272,318 

3,914 


3,671,796 

700,763 


27,214,794 

9,421,527 


Net Receipts 


£4,191,942 


£5,361,888 


£5,268,404 


£2,971,033 


£17,793,267 


Cost to the Companies (yield to 


Per cent. 


Per cent. 


Per cent. 


Per cent. 




Purchasers) of issues to the 
Public — 

Loans 


4-93 


4'72 


5.33 


5 '43 





Debenture Stock ... 


5.13 


4-69 


4-97 


4 '52 


— 


Preference Stock ... 


4-70 


4-48 


4' 68 


5 '04 




Ordinary Stock 
Preferred Ordinary Stock 


5-24 


4-04 

4-45 


5 '44 


5 '40 


— 


Deferred Ordinary Stock 


— 


6'03 








Total 


5-01 


4-57 


5'12 


5'09 


— 
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Railways Act, 1921 — Standard Revenue ( Section 58). 

Summary Statement of Capital Raised and Provided in respect of Capital Expenditure since 

31st December, 1912. 



(Amendment of Statement, printed at page 81 of Second Day’s Proceedings — 28th May, 1924.) 



— 


London and 
North Eastern 
Railway. 


London 
Midland and 
Scottish 
Railway. 


Great Western 
Railway. 


Southern 

Railway. 


Total. 




£ 


£ 


£ 


£ 


£ 


Claim under 58 (1) (a) 


14,154,478 


11,540,426 


7,827,557 


3,839,135 


37,361,596 


Less — 

Expended prior to 1913 ... 


3,721,530 


899,343 


2,158,611 


413,087 


7,192,571 




10,432,948 


10,641,083 


5,668,946 


3,426,048 


30,169,025 


Less — 

G.W. Fishguard Expenditure in- 
cluded in 58 (1) (a) but not in 
G.W. Accounts ... 




355,306 




355,306 




10,432,948 


10,641,083 


5,313,640 


3,426,048 


29,813,719 


Claim under 58 (1) (6) 


3,188,165 


3,959,135 


5,763,180 


792,050 


13,702,530 




13,621,113 


14,600,218 


11,076,820 


4,218,098 


43,516,249 


Add— 

Expenditure charged in 1913 or 
subsequently for works brought 
into use prior to 1913 


250,074 


29,485 


116,868 


21,438 


417,865 




13,871,187 


14,629,703 


11,193,688 


4,239,536 


43,934,114 


Proceeds of New Capital raised 
(excluding Stocks issued in 
exchange for Stocks of other 
undertakings where expenditure 
is not included in Claims under 
58 (1) (a) or 58 (1) (b). 


4,191,942 


5,361,888 


5,268.404 


2,971,033 


17,793,267 


Increase in Free Reserves includ- 
ing Government Compensation. 


8,847,245 


15,900,475 


5,201,209 


2,186,207 


32,135,136 




13,039,187 


21,262,363 


10,469,613 


5,157,240 


49,928,403 


Apparent Surplus or shortage of 


Deficiency 


Surplus 


Deficiency 


Surplus 


Surplus 


raised or provided ex Free 
Reserves 


£832,000 


£6,632,660 


£724,075 


£917,704 


£5,994,289 
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Statement “ A.” 
(Schedule 1.) 

LONDON AND NORTH-EASTERN RAILWAY. 



Standard Revenue — -Railways Act , 1921 — Section 58. 



Issues op Capital — 1st January, 1913, to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or Subsidiary 
Company. 


Fixed 

Rate. 


Amount of 
Stock or Loan. 


Amount 
I Received. 


Cost 
per cent. 
(Yield to 
Lender). 








Per cent. 


£ 


£ 


Per cent. 


1913 


Loans 


Hull and Barnsley 


H 


100,000 


100,000 








North British ... 


3i 


264,259 


264,259 










4 


238,750 


238,750 








Great North of Scotland 


3i 


30,936 


30,936 












633,945 


633,945 


3-86 


1914 




Hull and Barnsley 


3f 


100,000 


100,000 








North British 


3! 


123,546 


123,546 










4 


146,073 


146,073 








Great North of Scotland 


3 S 


15,667 


15,667 










4 


11,000 


11,000 












396,286 


396,286 


3-88 


1915 




Hull and Barnsley 


3i 


50,000 


50,000 








North British 


4 


513,770 


513,770 










4i 


26,200 


26,200 










44 


115,120 


115,120 








Great North of Scotland 


34 


33,311 


33,311 










4 


20,000 


20,000 










H 


10,395 


10,395 










43 


25,000 


25,000 












793,796 


793,796 


4-08 


1916 




North British ... 


44 


200 


200 










44 


1,500 


1,500 










5 


451,707 


451,707 










51 


55,744 


55,744 










54 


98,000 


98,000 








Great North of Scotland 


5 


41,405 


41,405 










5i 


15,875 


15,875 












664,413 


664,431 


5-02 


1917 




North British ... 


5 


115,638 


115,638 










54 


184,483 


184,483 










54 


40,000 


40,000 








Great North of Scotland 


5 


23,417 


23,417 












363,538 


363,538 


5-18 


1918 




North British ... 


5 


76,763 


76,763 










54 


388,802 


388,802 








Great North of Scotland 


5 


67,271 


67,271 












532,836 


532,836 


5-18 


1919 




North British ... 


44 


8,094 


8,094 










54 


72,606 


72,6(6 








Great North of Scotland 


5 


23,282 


23,282 












103,982 


103,982 


5-16 


1920 




North British ... 


54 


47,635 


47,635 










5f 


15,208 


15,208 










54 


176,900 


176,900 










6 


169,422 


169,422 








Great North of Scotland 


54 


2,000 


2,000 










54 


5,865 


5,865 










G 


22,567 


22,567 












439,597 


439,597 


5-82 


1921 




North British ... 


54 


24,269 


24,269 










6 


153,845 


153,845 










64 


100,000 


100,000 










64 


327,014 


327,014 








Great North of Scotland 


6 


34,3&5 


34,385 












639, Kra 


639,513 


6-28 


1922 




North British ... 


54 


250,350 


250,350 


5-50 






Total 




£4,818,274 


£4,818,274 


4-93 



46038 E 
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PROCEEDINGS OF THE RAILWAY RATES TRIBUNAL. 



LONDON AND NORTH EASTERN RAILWAY. 



Statement “A.” 
(Schedule 2.) 



Standard Revenue — Railways Act , 1921 — Section 58. 



Issues of Capital— 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount of 
Stock 
or Loan. 


Amount 

Received. 

1 


i Cost per cent. 
(Yield 

to Purchaser.) 

I 


l 




Per cent. 


£ 


£ 


Per cent. 


1913 


Debenture 


North Eastern ... 


3 


3,635 


2,658 






Stock. 


Great Central ... 


34 


700,000 


569,000 








Great Eastern ... 


4 


88,208 


88,987 








Great Northern 


3 


2,400 


1,815 








North Lindsey ... 


44 


800 


800 










4 


301 


301 








Humber Commercial Railway 




166,000 


159,360 








and Dock ... ... ..; 


4 












Sheffield District 


4 


9,240 


8,316 


A 










970,484 


831,237 


4-24 


1914 




North Eastern ... 


3 


210 


160 








Great Central ... 


34 


225,000 


191,375 








Great Eastern ... 


4 


40,239 


39,217 








Great Northern 


3 


2,775 


2,155 












268,224 


232,907 


4-11 


1915 




North Eastern ... 


3 


900 


657 








Great Eastern ... 


4 


39,214 


37,651 








Great Northern 


3 


400 


288 








Mansfield 


5 


120,000 


114,000 












160,514 


152,596 


4-99 






Great Central 


34 


708,210 


637,389 


CO 

T— ( 








Redeem- 














able. 








1916 




North Eastern 


3 


500 


310 








Great Eastern ... 


4 


42,669 


37,840 








Great Northern 


3 


1,000 


620 








Great North of Scotland 


5 


10,100 


10,100 








Sheffield District 


4 


5,400 


4,860 












59,669 


53,730 


4-60 






Great Central ... 


34 


34,520 


30,380 


*4 ■ 40 








Redeem- 














able. 








1917 




North Eastern ... 


3 


500 


284 








Great Eastern ... 


4 


47,803 


35,601 








Great Northern... 


3 


500,600 


300,355 












548,903 


336,240 


5-04 


1918 




North Eastern 


3 


800 


459 








Great Eastern 


- 4 


48,933 


35,964 








Great Northern 


3 


200 


108 








Great North of Scotland 


5 


29,900 


29,900 












79,833 


66,431 


5-24 


1919 




Great Eastern 


4 


50,113 


36,915 








Great Northern ... 


3 


400 


233 








Great North of Scotland 


5 


5,790 


5,790 












56,303 


42,938 


5-37 


1920 




North Eastern ... 


3 


2,600 


1,302 








Great Eastern ... 


4 


95,223 


62,496 








East and West Yorkshire Union 


5 


435 


435 








Humber Commercial Railway 




' 










and Dock 


7 


719,000 j 


719,000 








t® 


















817,258 


783,233 


6-93 



Including cost of redemption at par. 
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Statement “A” — continued. 
(Schedule 2) — continued. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Date. 


Amount of 
Stock 
or Loan. 


Amount 

Received. 


Cost per cent. 
(Yield 

to Purchaser). 








Per cent. 


£ 


£ 


Per cent. 


1921 


Debenture 


North Eastern 


3 


3,500 


1,784 






Stock. 


Great Eastern 


4 


167,331 


105,745 








Great Northern... 


3 


57,179 


28,541 








Ore it North of Scotland 


6 


11,850 


11,850 








East and VV est Y orkshire U nion 


5 


1,310 


1,310 












241,170 


149,230 


6-23 


1922 




North Eastern ... 


3 


360 


228 








Great Eastern ... 


4 


61,389 


43,585 








Great Northern ... 


3 


1,150 


676 












62,899 


44,489 


5'62 






Total 




£4,007,987 


£3,360,800 


f5 ■ 13 



t Including cost of redemption at par of Great Central 34 per cent. Second Debenture Stock, 1915 and 1916. 



LONDON AND NORTH-EASTERN RAILWAY. 



Statement “ A." 
(Schedule 3.) 



Standard Revenue — Railways Act , 1921 — Section 58. 



Issues of Capital — 1st January, 1913, to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount of 
Stock or Loan. 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
Purchaser). 








Per cent. 


£ 


£ 


Per cent. 


1913 


Preference 


North Eastern ... 


4 


2,570 


2,526 






Stock. 


Mansfield 


5 


49,780 


49,780 












52,350 


52,306 


4-96 


1914 




North Eastern ... 


4 


3,390 . 


3,312 


4-09 


1915 




Do 


4 


3,035 


2,842 










44 


1,000,000 


985,898 








Hull and Barnsley 


4 


125,000 


97,500 












1,128,035 


1,086,240 


4-61 


1916 




North Eastern ... 


4 


825 


699 


4-72 ' 


1917 




North Eastern ... 


4 


3,435 


2,453 








Mansfield 


5 


75,000 


67,395 












78,435 


69,848 


5-57 


1918 




North Eastern 


4 


3,740 


2,626 


5-70 


1919 




Do 


4 


3,005 


2,024 


5-94 


1920 




Do 


4 


4,300 


2,532 


6-79 


1921 




Do 


4 


7,925 


4,662 


6-80 


1922 




Do 


4 


1,800 


1,392 


5-17 






Total 




£1,283,805 


£1,225,641 


4-70 



E 2 



46038 
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PROCEEDINGS OF THE RAILWAY RATES TRIBUNAL. 



LONDON AND NORTH EASTERN RAILWAY. 



Statement “ A.” 
(Schedule 4.) 



Standard Revenue — Railways Act, 1921 — Section 58. 



Issues of Capital — 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 

; 


Constituent or Subsidiary 
Company. 


Dividend 
paid for 
Year of 
Issue. 

1 


Amount of 
Stock or Loan. 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
Purchaser). 








Per cent. 


£ 


£ 


Per cent. 


1913 


Consols ... 


North Eastern ... 


7 


14,625 


17,187 






Ordinary 


Great Northern... 


44 


1,000,000 


897,799 






Stock. 


Great North of Scotland 


44 


30,000 


22,543 








Humber Commercial Railway 














and Dock 


4 


166,756 


166,756 








Mansfield 


4 


49,914 


49,914 








- 




1,261,295 


1,154,199 


4-86 


1914 


Consols ... 


North Eastern ... 


. 


6,745 


8,255 






Ordinary 


Great North of Scotland • 


4 


185,479 


130,257 






Stock. 


Mansfield 


4 


50,000 


50,000 












242,224 


188,512 


5-23 


1915 


Consols ... 


North Eastern ... 


64 


21,875 


23,310 


6-16 


1916 


Do. ... 


Do 


64 


23,435 


23,551 


6 ’47 


1917 


Do. ... 


Do 


64 


11,680 


11,304 


6-72 


1918 


Do. ... 


Do 


7 


12,855 


12,213 


7-37 


1919 


Do. ... 


Do 


74 


18,650 


17,000 


8-23 


1920 


Do. ... 


Do 


74 


42,306 


34,932 


9-08 


1921 


Do. ... 


Do 


74 


42,435 


29,032 


10-96 


1922 


Do. ... 


Do 


74 


1,845 


2,123 


6-52 






Total 




£1,678,600 


£1,496,176 


5-24 



LONDON AND NORTH EASTERN RAILWAY. 



Statement “0." 



Standard Revenue — Railways Act, 1921 — Section 58. 

Stock issued in exchange for Stocks of other Undertakings where the Expenditure is not included 
in the Claim under either Section 58 (1) (a) or Section 58 (1) (is). 



Year of 
Issue. 


Description. 


Constituent 

or 

Subsidiary 

Company. 


Fixed 
rate or 
dividend 
paid for 
Year of 
Issue. 


Amount 
of Stock. 


Amount 

Received. 


Cost per 
cent, 
(yield 
to pur- 
chaser). 


Remarks. 


1914 


Debenture Stock 


North Eastern 


Per cent. 

3 „ 


£ 

108,000 


£ 

79,920 


Per cent. 
4-05 


Issued in exchange for 


• 

' 


Consols 


Do. 


8 E 

64 . 


112,350 

£220,350 


129,591 

£209,511 


5-64 


Stocks of Bridlington 
and West Riding Junc- 
tion Railways. 



LONDON MIDLAND AND SCOTTISH RAILWAY COMPANY. 
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LONDON, MIDLAND & SCOTTISH RAILWAY. 



Statement “ A.” 
(Schedule 1.) 



Standard Revenue — Railways Act, 1921 — Section 58. 



Issues of Capital — 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount of 
Stock 
or Loan. 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
Lender). 


1913 


Loans. 


Stratford-on-Avon 
Wirral ... 


Per cent. 
5 

44 


£ 

2,000 

6,900 


£ 

■2,000 

6,900 


Per cent. 










8,900 


8,900 


4-61 


1914 




Wirral ... 

Lancashire and Yorkshire 

Do 


' 44 
4 

3i 


6,510 

225.000 

100.000 


6,510 

225.000 

100.000 












331,510 


331,510 


3-93 


1915 




Stratford-on-Avon 

Wirral ... 

Lancashire and Yorkshire 

Do 

Do 

Do 


5 

44 

44 

H 

4 

34 


3.000 
25,420 

125.000 

100.000 
75,000 

2.000 


3.000 
25,420 

125.000 

100.000 
75,000 

2.000 












330,420 


330,420 


4-18 


1916 




Wirral 

Do 


5 

44 


18,350 

25,700 


18,350 

25,700 












44,050 


44,050 


4-71 


1917 




Wirral 

Do 


5 

44 


2,200 

600 


2,200 

600 












2,800 


2,800 


4-89 


1918 




Stratford-on-Avon 

Wirral ... 

Do 

Lancashire and Yorkshire 


6 

54 

5 

44 


90.000 
4,000 

35,060 

75.000 


90,000 

4,000 

35.060 

75j000 












204,060 


204,060 


5-27 . 


1919 




Wirral ... 

Lancashire and Yorkshire 


54 

44 


20,760 

225,000 


20,760 

225,000 












245,760 


245,760 


4-58 


1920 




Stratford-on-Avon 

Wirral ... 

Lancashire and Yorkshire 


6 

54 

5 


1,000 

16,470 

550,000 


1,000 

16,470 

550,000 












567,470 


567,470 


5-02 


1921 




Wirral ... 

Lancashire and Yorkshire 
Wirral ... 

Lancashire and Yorkshire 


6 

6 

54 

54 


2,000 

100,000 

2,240 

75,000 


2,000 

100,000 

2,240 

75,000 












179,240 


179,240 


5-78 


1922 

1923 




Stratford-on-Avon 


6 


500 


500 

Nil 


6-00 






Total 




£1,914,710 


£1,914,710 


4-72 
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Statement “ A.” 
(Schedule 2.) 



LONDON, MIDLAND AND SCOTTISH RAILWAY. 



Standard Revenue — Railways Act , 1921 — Section 58. 



Issues op Capital— 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


' Amount of 
Stock 
or Loan. 

1 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
i Purchaser). 








Per cent. 


£ 


£ 




1913 


Debenture 


Caledonian 


4 


67,000 


67,723 






Stock. 


Dearne Yalley ... 


4 


10,000 


10,000 








i London and North-Western ... 


3 


20 


20 








j Midland 


2i 


40,431 


29,302 












117,451 


107,045 


3-82 


1914 




! Mold and Denbigh 


5 


2,600 


2,600 








Caledonian 


4 


78,062 


76,733 








Leek and Manifold 


4 


4,000 


4,000 








Lancashire and Yorkshire 


3 


10,007 


7^579 








London and North-Western . , 


3 


9 


9 








Furness ... 


3 


50,000 


35,375 








Midland 


2i 


2,633 


1,072 












146,311 


127,368 


4-12 


1915 




Mold and Denbigh 


5 


300 


300 








Caledonian 


4 


39,734 


38,388 








Dearne Valley ... 


4 


5,000 


5,000 








London and North-Western ... 


3 


18 


18 












45,052 


43,706 


4-13- 


1916 




Caledonian 


5 


510,615 


502,592 








Dearne Yalley ... 


4 


5,000 


5,000 








London and North-Western ... 


3 


18 


18 












515,633 


507,610 


5-07 


1917 




London and North-Western ... 


3 


8 


8 








Midland 


2i 


24 


12 












32 


20 


4-20 


1918 




London and North-Western . . . 


3 


23 


23 








Midland ... 


2i 


50 


25 












73 


48 


4-04 


1919 




London and North-Western ... 


3 


15 


15 








Midland ... 

r 


2i 


96 


47 








' i 




111 


62 


1-60 


1920 




London and North Western ... 


3 


15 


15 








Midland 


2i 


112 


47 












127 


62 


5-24 


1921 




London and North-Western ... 


3 


12 


12 








Midland ... 


2i 


275 


117 












287 


129 


5-60 


1922 




Midland 


2t 


110 


52 


5-29 


1923 










Nil 








Total ... 




£825,187 


£786,102 


4-69 
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Statement “A. : 
(Schedule 3.) 



LONDON, MIDLAND AND SCOTTISH RAILWAY. 



Standard Revenue — Railways Act , 1921 — Section 58. 



Issues of Capital — 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 



1913 



Description. j 



Constituent or 
Subsidiary Company. 



■ 

i 



Preference I Yorkshire Dales 
Stock. , Lancashire and Yorkshire 
Midland 



1914 



Cleator and Workington 
Yorkshire Dales 
Furness ... 

Lancashire and Yorkshire 
London and North Western 
Midland 



1915 



191G 



1917 

1918 

1919 

1920 

1921 

1922 

1923 



London and North Western 
Yorkshire Dales 
Lancashire and Yorkshire 



| Lancashire and Yorkshire 
Lancashire and Yorkshire 



Midland 

Do. 

Do. 

Do. 

Do. 

Do. 



Total 



Fixed 

Rate. 


Amount of 
Stock 
or Loan. 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
Purchaser). 


Per cent. 


£ 


£ 


Per cent. 


4i 


1,000 


1,155 




4 


312,435 


304,608 




2i 


10,448 


6,352 






323,983 


312,115 


4-10 


44 


12,490 


11,475 


. 


44 


180 


185 




4 


150,003 


120,000 




4 


197,674 


190,441 




4 


1,478.699 


1,454,908 




24 


970 


595 

. 






1,840,013 


1,777,604 


4' 14 


4J 


1,500,000 


1,437,820 




4-\ 


20 


22 




4' 


39,266 


36,489 






1,539,286 


1,474,331 


4-68 




700,000 


688,201 




4 


220 


200 






700,220 


688,401 


5-09 


2* 

2rV 


21 


10 


5-25 


180 


81 


5-56 


24 


223 


95 


5-87 


91 


306 


115 


6-65 


24 


828 


310 


6-68 


24 


105 


44 

Nil 


5-97 




£4,405,165 


£4,253,106 


4-48 



Statement “ A.” 
(Schedule 4.) 

LONDON, MIDLAND AND SCOTTISH RAILWAY. 



Standard Revenue — Railways Act, 1921 — Section 58. 



Issues of Capital — 1st January, 1913, to 31st December, 1923, 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Dividend 
paid for 
Year of 
Issue. 


Amount of 
Stock 
or Loan. 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
Purchaser). 


1913 


Ordinary 

Stock 

(undivided) 


Dearne Yalley ... 


Per cent. 
2* 


£ 

3,000 


£ 

3,000 


Per cent. 
2-25 


1914 


Glasgow and South Western ... 
Dearne Yalley 


4i 

21 


2,730 

27,000 


2,342 

27,000 












29,730 


29,432 


2-94 


1915 




Lancashire and Yorkshire 


4i 


19,525 


14,061 


6-25 


1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 




London and North Western ... 


7 


2,000 


Nil 

Nil 

1,808 

Nil 

Nil 

Nil 

Nil 

Nil 


7-74 






Total ... 




£54,255 


£48,301 


4-04 
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LONDON, MIDLAND AND SCOTTISH RAILWAY. 



Statement “ A.” 
(Schedule 5.) 



Standard Revenue — Railways Act, 1921 —Section 58. 



Issues op Capital — 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount of 
Stock 
or Loan. 


Amount 

Received. 


Cost per cent. 
(Yield to 
Purchaser). 




Preferred 




Per cent. 


£ 


£ 


Per cent. 


1913 


Ordinary 


Midland ...‘ 


24 


65,705 


37,073 


4-43 




Stock. 












1914 




Do 


24 


4,100 


2,296 


4-46 


1915 










Nil 




1916 










Nil 




1917 




Midland ... 


24 


18 


8 


6-62 


1918 




Do 


2i 


40 


17 


5-88 


1919 




Do 


24 


97 


38 


6-38 


1920 




Do 


2i 


123 


42 


7-32 


1921 




Do 


2i 


227 


75 


7-57 


1922 




Do 


24 


34 


13 


6-54 


1923 










Nil 








Total 




£70,344 


£39,562 


4-45 



LONDON, MIDLAND AND SCOTTISH RAILWAY. 



Statement “ A.” 
(Schedule 6.) 



Standard Revenue — Railways Act, 1921 — Section 58. 



Issues of Capital— 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constitutent or 
Subsidiary Company. 


Dividend 
paid for 
Year of 
Issue. 


Amount of 
Stock 
or Loan. 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
Purchaser). 








Per cent. 


£ 


£ 


Per cent. 


1913 


Deferred 


Midland 


44 


8,775 


6,197 


6-02 




Ordinary 














Stock. 












1914 




Do 


4 


4,168 


2,939 


5 '67 


1915 










Nil 




1916 










Nil 




1917 




Midland ... 


4 


14 


8 


7-00 


1918 




Do 


44 


44 


25 


7'48 


1919 




Do 


41 


76 


41 


8-80 


1920 




Do 


44 


132 


67 


9-36 


1921 




Do 


44 


230 


95 


11-50 


1922 




Do 


6 


40 


20 


12-00 


1923 










Nil 








Total 




£13,479 


£9,392 


6-03 



F 



16038 
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Statement “ A.” 
(Schedule 7.) 

LONDON, MIDLAND AND SCOTTISH RAILWAY. 



Standard Revenue — Railways Act, 1921 — Section 58. 



Issues of Capital — 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount of 
Stock or Loan. 


Amount Paid. 


Cost per cent. 
(Yield to 
Purchaser). 


1913 


Loans 

Repaid. 


Wirral ... 


Per cent. 
4 


£ 

100 


£ 

100 


Per cent. 
4-00 


1914 


Wirral ... 


4 


6,860 


6,860 


4-00 


1915 




Wirral ... 

Lancashire and Yorkshire 
Do. 


4 

3i 

3 


29,020 

100,000 

3,000 


29,020 

100,000 

3,000 












132,020 


132,020 


3-79 


1916 




Lancashire and Yorkshire 
Wirral ... 


41 

4 


100,000 

42,050 


100,000 

42,050 












142,050 


142,050 


4-09 


1917 




Wirral ... 


4 


2,800 


2,800 


4-00 


1918 




Stratford-on-Avon 
Wirral ... 

Lancashire and Yorkshire 
Wirral ... 

Lancashire and Yorkshire 


5 

44 

4i 

4 

4 


89.000 
34,060 

125,000 

7,500 

75.000 


89.000 
34.060 

125^000 

7,500 

75.000 












330,560 


330,560 


4-42 


1919 




Wirral ... 

Do 

Lancashire and Yorkshire 


5 

44 

4 


23,210 

5,650 

225,000 


23,210 

5,650 

225,000 












253,860 


253,860 


4-10 


1920 




Stratford-on-Avon 
Wirral ... 

Do 

Lancashire and Yorkshire 
Do. 


5 

5 

44 

44 

34 


1,000 

1,950 

25,020 

275,000 

2,000 


1,000 

1,950 

25,020 

275,000 

2,000 












304,970 


304,970 


4 '50 


1921 




Lancashire and Yorkshire 
Wirral ... 

Do 


5 • 
5 

44 


175,000 

4,350 

400 


175,000 

4,350 

400 












179,750 


179,750 


5-00 


1922 




London and North-Western ... 
Do. 

Wirral ... 

London and North-Western ... 
Wirral ... 

London and North-Western ... 


6 

54 

54 

5 

5 

44 


100,000 

75.000 
600 

375,000 

50 

25.000 


100,000 

75.000 
600 

375,000 

50 

25.000 












575,650 


575,650 


5-22 


1923 




j 






Nil 








Total 




£1,928,620 


£1,928,620 


4-61 
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Statement “ B.” 



LONDON, MIDLAND AND SCOTTISH RAILWAY. 



Standard Revenue.- — Railways Acts, 1921 — Section 58. 

Stock issued in exchange for Stocks of Acquired Undertakings where the Expenditure is included 
in the Claim under either Section 58 (1) (a) or 58 (1) (b). 



Year 

of 

Issue. 


Description. 


Constituent 

or 

Subsidiary Company. 


Fixed 

Rate. 


Amount 

of 

Stock. 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
Purchaser). 


Remarks. 








Per 

cent. 


£ 


£ 


Per cent. 




1919 


Debenture Stock 


Glasgow and South Western 


4 


314,915 


239,335 


5*26 

t 


Issued in exchange 
for Ayr Harbour 
Debenture Stock. 



Statement “ C.” 



LONDON, MIDLAND AND SCOTTISH RAILWAY. 



Standard Revenue — Railways Act, 1921 — Section 58. 

Stocks issued in exchange for Stocks of other Undertakings where the Expenditure is not included 
in the Claims under Section 58 (1) (a) or 58 (1) (b). 



Year 

of 

Issue. 


Description. 


Constituent 

or 

Subsidiary Company. 


Fixed 

Rate. 


Amount 

of 

Stock. 


1913 


Debenture Stock 


Lancashire and Yorkshire 


Per 

cent. 

3 


£ 

58,091 




Do. 


Midland ... 


24 


10,011 


1914 


Do. 


Midland ... 


24 


7,755 


Loan 


Yorkshire Dales ... 


4 


3,000 


1915 


Debenture Stock 


Lancashire and Yorkshire 


3 


27,835 




Do. 


Midland ... 


24 


2,983 


1916 


Do. 


Midland ... 


24 


770 


1917 


Do. 


Lancashire and Yorkshire 


3 


192,306 




Do. 


Midland ... 


24 


5,654 


1918 


Do. 


Midland ... 


24 


2,346 


1919 


Do. 


Midland 


24 


3,072 


1920 


Do. 


Midland 


24 


379 


1922 


Do. 


Midland 


24 


163,225 






Total 




£477,427 



Remarks. 



Exchanged for West Lancashire First Pre- 
ference Shares. 

Exchanged for Somerset and Dorset Railway 
Stocks. 

Do. do. 

Loaned by Midland Company, Cancelled on 
Amalgamation. 

Conversion of West Lancashire Second Pre- 
ference Shares. 

Exchanged for Somerset and Dorset Railway 
Stocks. 

Do. do. 

Exchanged for West Lancashire Railway 
Ordinary Shares, and Liverpool, Southport 
and Preston Junction Railway Ordinary 
Shares. 

Exchanged for Somerset and Dorset Railway 
Stocks. 



Do. 


do. 


Do. 


do. 


Do. 


do. 


Do. 


do. 



F 2 



46038 
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GREAT WESTERN RAILWAY. 



Statement “A.” 
(Schedule 1.) 



Standard Revenue— Railways Act, 1921 — Section 58. 



Issue of Capital— 1st January, 1913 to 31st December, 1923. 



Year 

of 

Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount 

of 

Stock or Loan. 


Amount paid. 


Cost per cent. 
(Yield to 
Lender). 


1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 


Loan 


Didcot and Newbury ... 


Per cent. 
4 


£ 

1,800 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 


£ 

1,350 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 


Per cent. 
5-33 






Total ... 




£1,800 


£1,350 


5-33 



GREAT WESTERN RAILWAY. 



Statement “ A.” 
(Schedule 2.) 



Standard Revenue — Railways Act, 1921 — Section 58. 



Issue of Capital — 1st January, 1913 to 31st December, 1923. 



Year 

of 

Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount of 
Stock or Loan. 


Amount 

Received. 


Cost per cent. 

(Yield to 
Purchaser). 


1913 

1914 


Debenture 

Stock. 


Great Western ... 

Great Western ... 

Didcot, Newbury and South- 
ampton. 


Per cent. 
4 

4 

3 


£ 

660 

219,300 

9,687 


£ 

675 

224,073 

9,687 


Per cent. 
3-91 

3-91 

3-00 








228,987 


233,760 


3-88 


1915 

1916 

1917 

1918 

1919 

1920 




Great Western ... 
Exeter ... 


4 

5 
4 


86,990 

Nil 

Nil 

Nil 

Nil 

1,080 

360 


87,228 

Nil 

Nil 

Nil 

Nil 

1,080 

360 


3- 99 

5-00 

4- 00 










1,440 


1,440 


4-75 


1921 

1922 

1923 




Alexandra (N. & S.W.) 


4 


581,963 

Nil 

Nil 


400,000 

Nil 

Nil 


5-82 






Total ... 




£900,040 


£723,103 


4-97 



240 



PROCEEDINGS OF THE RAILWAY RATES TRIBUNAL. 



GREAT WESTERN RAILWAY. 



Statement “ A.” 
(Schedule 3.) 



Standard Revenue — Railways Act , 1921 — Section 58. 

Issue of Capital — 1st January, 1913 to 31st December, 1923. 



Year 

of 

Issue. 


Description. 


Constituent 

of 

Subsidiary Company. 


Fixed 

Rate. 


Amount 

of 

Stock or Loan. 


Amount 

Received 


Cost per cent. 
(Yield to 
Purchaser). 








Per cent. 


£ 


£ 


Per cent. 


1913 


Preference 


Alexandra (North and South 


44 


125,000 


114,375 


4-92 




Stock. 


Western). 










1914 




Taf£ Vale 


4 


205,667 


191,270 


4-30 


1915 




Lampeter and Aberayron 


5 


1,750 


1,750 








Taff Vale 


4 


94,333 


87,730 












96,083 


89,480 


4-31 


1916 




0 




Nil 


Nil 




1917 




Taff Vale 


4 


50,000 


46,500 


4-30 


1918 








Nil 


Nil 




1919 




Alexandra (North and South 


44 


125,000 


100,000 


5-62 






Western). 










1920 








Nil 


Nil 




1921 








Nil 


Nil 




1922 




Lampeter and Aberayron 


5 


400 


400 


5-00 


1923 








Nil 


Nil 








Total 




£602,150 


£542,025 


4-68 



GREAT WESTERN RAILWAY. 



Statement “A.” 
(Schedule 4.) 



Sta?idard Revenue — Railways Act , 1921 — Section 58. 

Issue of Capital — 1st January, 1913 to 31st December, 1923. 



Year 

of 

Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Dividend 
paid for 
Year of 
Issue. 


Amount 

of 

Stock or Loan. 


Amount 

Received. 


Cost per cent. 

(Yield to 
Purchaser). 








Per cent. 


£ 


£ 


Per cent. 


1913 


Ordinary 


Great Western ... 


64 


600,000 


681,257 


5-50 




Stock 














(undivided). 












1914 




Great Western 


6 


387,000 


434,787 


5 '34 


1915 








Nil 


Nil 




1916 




Great Western 


51- 


10 


12 


4-79 


1917 








Nil 


Nil 




1918 








Nil 


Nil 




1919 








Nil 


Nil 




1920 








Nil 


Nil 




1921 








Nil 


Nil 




1922 








Nil 


Nil 




1923 








Nil 


Nil 








Total 




£987,010 


1,116,056 


5-44 
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GEE AT WESTERN RAILWAY. 



Statement “ A.” 
(Schedule 5.) 



Standard Revenue— Railways Act, 1921— Section 58. 



Issues of Capital— 1st January, 1913 to 31st December, 1923. 



Year 

of 

Issue. 


Description. 


Constitutent 

or 

Subsidiary Company. 


' 

Fixed 

Rate. 


Amount 

of 

Stock or Loan. 


Amount Paid. 


Cost per cent. 
(Yield to 
Purchaser). 








Per cent. 


£ 


£ 




1913 


Loans repaid 


Cleobury, Mortimer and Ditton 


5 


2,000 


2,000 








Priors. 














Didcot and Newbury ... 


6 


1,593 


1,593 












3,593 


3,593 


5-44 


1914 








Nil 


Nil 




1915 








Nil 


Nil 




1916 




Great Western ... 


4* 


250 


250 


4-25 


: 1917 








Nil 


Nil 




1918 








Nil 


Nil 




1919 








Nil 


Nil 




1920 








Nil 


Nil 




1921 








Nil 


Nil 




1922 








Nil 


Nil 




1923 








Nil 


Nil 








Total 




£3,843 


£3,843 


5-37 



GREAT WESTERN RAILWAY. 



Statement “ B." 



Standard Revenue — Railways Act, 1921 — Section 58. 



Stock issued in exchange for Stocks of Acquired Undertakings where the Expenditure is included 
in the Claim under either Section 58 (1) (a) or 58 (1) (b). 



Year 

of 

Issue. 


Description. 


Constituent 

or 

Subsidiary Company. 


Fixed 

Rate. 


Amount 

of 

Stock. 


Amount 

Received. 


Cost 
per cent. 
(Yield to 
Purchaser). 


Remarks. 


1923 


Preference Stock. 


Great Western 

• 


Per- 

cent. 

5 


£ 

2,889,784 


£ 

2,889,784 


Per cent. 
5 


Exchanged for 
Stocks of Swansea 
Harbour Trust. 



GREAT WESTERN RAILWAY. 



Statement “ 0.” 



Standard Revenue — Railways Act, 1921 — Section 58. 

Stocks issued in exchange for Stocks of other Undertakings where the Expenditure is not 
included in the Claims under Section 58 (1) (a) or 58 (1) (b). 



Year 

of 

Issue. 


Description. 


Constituent 

or 

Subsidiary Company. 


Fixed 

Rate. 


Amount 

of 

Stock. 


Remarks. 


: 1913 
1922 


Debenture Stock 
Debenture Stock 


Cambrian 
Great Western 

Total ... 

' 


Per cent. 

4 

5 


£ 

27,711 

2,500 


Exchanged for Stocks of Yale of 
Rheidol Railway. 

Exchanged for Carmarthen and Car- 
digan Stock. 


£30,211 



SOUTHERN RAILWAY COMPANY. 
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Statement “ A.” 

SOUTHERN RAILWAY. (Schedule 1.) 



Standard Revenue — Railways Act , 1921 — Section 58. 



Issues of Capital— 1st January, 1913 to 31st December, 1923. 



Year of: 1 ^ 

T i Description. 

Issue. 1 1 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 

• 


Amount of 
Stock 
or Loan. 


Amount 

Received. 


Cost per cent 
(Yield to 
Lender). 


• 




Per cent. 


£ 


£ 


Per cent. 


1913 Loans 






Nil 


Nil 




1914 






Nil 


Nil 




1915 


London, Chatham and Dover ... 


5 


257,410 


250,394 


5'14 


1916 


Do. 


5 


65,590 


63,990 


5'12 


1917 j 






Nil 


Nil 




1918 






Nil 


Nil 




1919 


Do. 


5 


78,440 


76:931 


5-10 


1920 






Nil 


Nil 




1921 


Do. 


5 


248,160 


234,401 


5-29 


1922 


Do. 


5 


68,600 


65,919 


5-20 


1923 






Nil 


Nil 




1913 to 1 


Do. 


64 


145,897 


145,897 




1922 | 


Do. 


6 


1,800 


1,800 






Do. 


51 


15,000 


15,000 






Do. 


54 


77,785 


77,785 










240,482 


240, -i 82 


6-13 




Total 




£958,682 


£932,117 


5-43 



Statement “ A.” 

SOUTHERN RAILWAY. (Schedule 2.) 



Standard Revenue — Railways Act , 1921 — Section 58. 



Issues of Capital — 1st January, 1913 to 31st December, 1923. 



Year of j 
Issue. 1 

1 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 

i 


Amount of 
Stock or Loan, j 


Amount 

Received. 


Cost per cent. 
(Yield to 
Purchaser.) 








Per cent. 


£ 


£ 


Per cent. 


1913 


Debenture 


London and South Western ... 


3 


101,585 


74,783 






Stock. 


Isle of Wight Central 


4 


350 


350 








London, Chatham and Dover... 


4 


61,700 


53,982 












163,635 


129,115 


4-28 


1914 




London and South Western ... 


3 


1,667 


1,260 








South Eastern ... 


4 


3,070 


3,070 








London, Chatham and Dover... 


4 


365,300 


319,024 








Isle of Wight Central ... 


4 


2,100 


1.428 










44 


2,000 


1,740 












374,137 


326,522 


4-58 


1915 




London and South Western ... 


3 


1,728 


1,253 








London, Chatham and Dover... 


4 


3,400 


2,924 








Isle of Wight Central 


4 


1,550 


1,054 










44 


4,200 


•3,570 












10,878 


8,801 


4-99 


1916 




London and South Western ... 


3 


1,760 


1,180 








Isle of Wight Central ... 


44 


1,000 


850 












2,750 


2,030 


4-80 


1917 




London and South Western ... 


3 


1,889 


1,122 








Isle of Wight Central ... 


44 


300 


255 












2,189 


1,377 


5'10 


1918 




London and South Western ... 


3 


1,933 


1,145 


5-06 


1919 




Isle of Wight Central .... 


44 


4,000 


3,000 


6-00 


1920 




Nil 










1921 




Nil 










1922 




Nil 










1923 




Nil 




... 










Total 




£559,522 


• -£471,990 


4-52 

















G 



46038 
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Statement “ A.” 
(Schedule 3.) 

SOUTHERN RAILWAY. 



Standard Revenue — Railivays Act , 1921 — Section 58. 



Issues oe Capital — 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount of 
Stock or 
Loan. 


Amount 

Received. 


Cost per cent. 

(Yield to 
Purchaser). 


1913 


Preference 

Stock. 


London and South Western ... 


Per cent. 
3i 


£ 

180,000 


£ 

145,688 


Per cent. 
4-32 


1914 


London, Brighton and South 
Coast ... ... .i. 

London and South Western ... 
South Eastern ... 


5 

5 

5 


200 

1,000,000 

224,464 


242 

975,000 

223,636 










- 


1,224,664 


1,198,878 


5-11 


1915 




South Eastern ... 


5 


275,536 


275,705 


5-00 


1916 




Do 


5 


174,302 


168,363 


5-18 


1917 




London and South Western ... 
South Eastern ... 


4 

5 


11 

1,000 


11 

941 












1,011 


952 


5-25 


1918 

1919 

1920 

1921 

1922 




Nil 

Nil 

Nil 

Nil 

London, Brighton and South 
Coast ... 


5 


443 . 


441 


4-99 


1923 




Nil 














Total 




£1,885,956 


. £1,790,027 


5-04 



Statement “ A.” 
(Schedule 4). 

SOUTHERN RAILWAY. 



Standard Revenue — Railivays Act, 1921 — Section 58. 



Issues of Capital — 1st January, 1913 to 31st December, 1923. 



Year of 
Issue. 


Description. 


Constituent or 
Subsidiary Company. 


Dividend 
paid for 
Year of 
Issue. 


Amount of 
Stock or Loan. 


Amount 

Received. 


Cost per cent. 

(Yield to 
Purchaser). 








Per cent. 


£ 


£ 


Per cent. 


1913 


Ordinary 


London and South Western ... 




100,000 


109,387 


5 "37 


















(undivided). 












1914 




Nil 










1915 




Nil 










1916 




London and South Western ... 


54 


3,000 


2,745 


6-01 


1917 




Nil 










1918 




Nil 










1919 




Nil 










1920 




Nil 










1921 




Nil 










1922 




London, Brighton jind South 














Coast 


64 


515 


389 


8-28 


1923 




Nil 














Total 




£103,515 


£112,521 


5-40 
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SOUTHERN RAILWAY. 



Statement “ A.” 
(Schedule 5.) 



Standard Revenue— Railways Act, 1921— Section 58. 



Issues of Capital — 1st January, 1913 to 31st December, 1923. 



Year 

of 

Issue. 


Description. 

• 


Constituent or 
Subsidiary Company. 


Fixed 

Rate. 


Amount of 
Stock 
or Loan. 


Amount 

Paid. 


Cost per cent. 
(Yield to 
Purchaser): 


1913 


Loans repaid 


Nil 


Per cent. 


£ 


£ 


Per cent. 


1914 




Nil 










1915 




Nil 








• 


1916 




Nil 










1917 




London and South Western ... 


3 


1,000 


882 


3-40 


1918 




Nil 










1919 




London, Chatham and Dover... 


5 


78,410 


78,440 


5-00 


1920 




Nil 










1921 




London, Chatham and Dover... 


5 


248,160 


248,160 


5-00 


1922 




Do. 


5 


68,840 


68,840 


5-00 


1923 




Southern Railway 


5£ 


39,550 


39,550 










5J 


15,000 


15,000 










6 


1,800 


1,800 












56,350 


56,350 


5-58 


1913 to 




London, Chatham and Dover... 


3| 


1,500 


1,500 




1922. 






4 


246,532 


246,532 












248,032 


248,032 


4-00 




. 


Total ... 




£700,822 


£700,704 


4-69 



SOUTHERN RAILWAY. Statement 11 Bl 



Standard Revenue — Railways Act, 1931 — Section 58. 

Stocks issued in exchange for Stocks of Acquired Undertakings where the Expenditure is 
included in the Claim under either Section 58 (1) (a) or 58 (1) (b). 



Y ear 
of 

Issue. 


Description. 


Constituent 

or 

Subsidiary Company. 


Fixed 
i Rate. 


Amount 

of 

Stock. 


Amount 

Received. 


Cost 

per 

cent. 


Remarks. 


1913 


Debenture Stock 


« 

Isle of Wight Central ... 


% 

4 


'£ 

29,998 


£ 

29,998 


% 


Issued as consideration for 
















the purchase of Newport, 
Godshill and St. 


1914 


Do. 


Do. 


4 


6,002 


6,002 


— 


Lawrence Railway. 
Do. do. 






Total 




£36,000 


£36,000 


— 





SOUTHERN RAILWAY. 



Statement “ C.” 



Standard Revenue — Railways Act , 1921 — Section 58. 



Stocks issued in exchange for Stocks of other Undertakings wi-iere the Expenditure is not 
included in the Claims under Section 58 (1) (a) or 58 (1) ^b). 



Year 

of 

Issue. 


Description. 


Constituent 

or 

Subsidiary Company. 


Fixed 

Rate. 


Amount 

of 

Stock. 


• 

Remarks. 


1913 


Preference Stock 


South Eastern ... 


% 


£ 

10,000 


Issued as consideration for the purchase of 


1913 


Do. 


Do 


3 


220,000 


— Bexley Heath Railway. 

Issued as consideration for the purchase of 


1913 


Do. 


Do 


3 


69,000 


Chipstead Yalley Railway. 

Issued as consideration for the purchase of 






Total 




£299,000 


Epsom Downs Extension Railway. 



(46038-7) Wt. P 25C1A— 1581 1600 6/2-1 H. St/ (1 71. 



